Friday 
May  4,  1979 


Part  II 

.".r.  V  f 

Department  of 
Health,  Education, 
and  Welfare 

Office  of  Education 

Direct  Grant  Programs,  State-Administered 
Programs,  and  General;  General 
Administrative  Regulations 


DEPARTMENT  OF  HEALTH. 
EDUCATION.  AND  WELFARE 

Office  Of  Education 

[45  CFR  Parts  100. 100a.  100b.  100c 
andlOOdl 

Direct  Grant  Programs.  State- 
Administered  Programs,  And  General; 
General  Administrative  Regulations 

AQENCy:  Education  Division, 

D^>artnient  of  Health,  Education,  and 
Welfare  (HEW). 

action:  Notice  of  Proposed  Rulemaking. 

SuamARv:  The  Education  Division, 
HEW,  proposes  general  regulations  to 
apply  to  all  direct  grant  and  State- 
administered  programs  administered  by 
the  Education  Division.  The  proposed 
regulations  advance  the  objectives  of 
“Operation  Common  Sense”  announced 
by  the  Secretary  of  HEW,  in  September 


ADDRESSES:  Written  comments  should 
be  addressed  to:  Dr.  Marcell  Du  Vail,  400 
Maryland  Avenue,  SW.  (Room  508, 
Reporters  Building),  Washington,  D.C. 
20202. 

FOR  FURTHER  INFORMATION  CONTACT: 

Dr.  Marcell  Du  Vail,  202-472-^7773  or  472- 
7785. 

FOR  INFORMATION  ON  REGIONAL 
WORKSHOPS  AND  HEARINGS  CONTACT: 

The  appropriate  Regional  Commissioner 
for  Education  Programs.  The  Regional 
Commissioners  are  listed  below  in  order 
of  dates  of  hearings: 

Region  IV,  Atlanta,  Dr.  William  L  Lewis, 

(404)  221-2063. 


1977,  and  by  the  President’s  Executive 
Order  12044,  March  23, 1978  on 
“I^rovii^  G9vemment  Regulations.” 

llie  objectives  of  “Operation  Common 
Sense”  are  to  assure  that  “regulations 
shall  be  as  simple  and  clear  as  possible. 
They  shall  not  impose  unnecessary 
burdens  on  the  economy  on  individuals, 
on  public  or  private  organizations,  or  on 
State  and  local  governments.” 

These  regulations  cover  how  to  apply 
for  a  grant  information  that  must  be 
included  in  applications,  the  general 
criteria  used  to  select  applications  for 
funding,  administrative  responsibilities 
of  those  who  receive  a  grant  or 
subgrant,  and  compliance  procedures 
used  by  the  Education  Division,  HEW. 
DATES:  Written  comments  must  be 
received  on  or  before  July  3, 1979. 

Workshops  and  Hearings 

Times  and  locations  of  workshops 
and  hearings  are  as  follows: 


Region  L  Boston,  Dr.  Thomas ).  Bums,  (617) 
223-7500. 

Region  U.  New  York,  Dr.  William  D.  Green, 
(212)  264-4370. 

Rc^on  m.  Fhiladephia,  Dr.  Albert  C 
Crambert.  (215)  596-1001. 

Region  V.  Chicago,  Dr.  Juliette  Noone  Lester, 
(312)  353-5215. 

Region  X,  Seattle,  Mr.  Allen  Apodaca,  (206) 
442-0460. 

Region  IX,  San  Francisco.  Dr.  Caroline  Gillin. 
(415)  556-4920. 

Region  VIII,  Denver,  Dr.  John  RunkeL  (303) 
837-3544. 

Region  VII,  Kansas  City,  Dr.  Harold 
Blackburn,  (816)  374-2276. 

Region  VI,  Dallas,  Mr.  Edward  J.  Baca,  (214) 
767-3626. 


SUPPLEMENTARY  INFORMATION: 

Authority.  The  statutory  authority  is  the 
General  Education  Provisions  Act,  (Pub. 
L  90-247),  as  amended,  and  the  statutes 
that  authorize  the  programs  covered. 

L  Need  for  Regulatkms 

Certain  rules  are  needed  for  the 
proper  administration  of  a  Federal  grant 
program.  These  rules  relate  to  such 
matters  as  the  types  of  institutions 
eligible  to  apply  for  a  grant  the  types  of 
assistance  available,  the  information 
which  must  be  included  in  applications, 
and  the  criteria  used  to  judge 
applications.  Applicants  must  know  this 
information  to  determine  whether  or  not 
to  apply  and  how  to  submit  applications. 
These  niles  generally  appear  in  the  form 
of  a  program  regulation  and  are 
published  in  the  Federal  Register.  . 

The  Office  of  Education  has 
previously  published  general  regulations 
(45  CFR  Parts  lOO-lOOd)  which  provided 
administrative  and  Bscal  requirements 
related  to  grant  programs  administered 
by  the  Office  of  Education.  The  National 
Institute  of  Education  has  published 
similar  regulations.  In  the  spirit  of 
“Operation  Common  Sense,”  it  has  been 
determined  that  there  should  be  a  single 
set  of  regulations  that  estaUish 
administrative  and  Hscal  requirements 
which  apply  to  all  grant  programs 
administered  by  the  Education  Division. 
It  is  the  objective  of  these  proposed 
regulations  to: 

a.  Be  as  clear  and  simple  as  possible. 

b.  Eliminate  unnecessary  burden 
resulting  from  requirements  of  previous 
regulations. 

c.  Consolidate  into  a  single  document 
common  elements  found  in  all  Education 
Division  program  regulations.  These 
common  provisions  will  be  eliminated 
from  individual  program  regulations 
when  the  Education  Division  General 
Administrative  Regulations  (EDGAR) 
are  finally  published  in  the  Federal 
Register. 

d.  Incorporate  changes  resulting  from 
new  legislation  enacted  since  the  last 
publication  of  the  general  provisions 
regulations. 

e.  Make  the  regulations  of  the 
Education  Division  comply  with  the 
Department’s  Administration  of  Grants 
Regulations  (45  CFR  Part  74). 

Fellowship  and  student  assistance 
programs  were  not  considered 
appropriate  for  inclusion  in  general 
provisions  regulations  of  the  Education 
Division.  An  analysis  of  these  programs 
revealed  that  there  is  significant 
statutory  inconsistency  between  the 
programs  in  matters  such  as  the  type  of 
assistance,  application  procedures, 
.eligibility  criteria  arid  the  amouht  and 


cw 


Oate/tme 


Address 


W'w»«ngloaDC .  May  17.  1979.  Wofitshop— 9:30  am  -nooa 

Hearing— g.OO  p.m.-4:30  p.in.. 

BegBn  IV,  Atlantt -  June  4,  1979.  Workshop— 9.00  ain.-noon 

Hearing— 2:00  p.m.-6O0  pm. 

BegwniBoalori . . .  June  5.  1979.  Workshop-ftOO  am -noon 

Hearing— 200  p.m-SOO  p.m.. 

Region  «,  New  Yoik . . .  June  6.  1979.  Workshop— 9;00  am-rworv 

Hearing— 200  p.m.-SOO  p.m.. 

Betfon  m.  Pimadeplsa .  June  7.  1979.  Workshop— 9:00  am-noon. 

Hearing— 200  p.m.-5O0  p.m.. 

Re^V.  Chicago -  June  8.  1979.  Workshop— 9:00  am.-noon 

Hearing— 2:00  p.m.-5.00  pjn.. 

Rejron  X,  Seattle - - —  June  11.  1979.  Worksho|V-900  am-noon. 

Hearing— 200  pm-5O0  pm. 

Regain  IX.  San  Franciaco .  June  1Z  1079.  Workshop-OOO  am-noon. 

Hearing— 200  p.m.-6O0  pm. 

Regain  VW.  Denver - June  13.  1970.  Workahop-900  am-noon 

Hearing— 2:00  p.m-SiOO  pm 

Regain  VH.  Kanaas  Cay -  June  14.  1970.  Workshop-OOO  am.-noon 

Haaring— 200  pm-SOO  pm 

Re^on  VI.  DaRas  .  June  15.  1970.  Woifcahop-OOO  am-noon 

Hearing— 200  p.m.-5O0  nm. 


Auddorium,  Regional  ONice  Bldg.  No.  3.  7th 
&  D  Sheets,  S.W.,  Washington,  D.C. 
20202. 

Suite  2221.  101  Mariette  Toiver  Bldg..  AOan- 
ta.Ga.  30323. 

Room  2403,  John  F.  Kennedy  Federal  BuikF 
ing,  Boston.  Mass.  02203. 

AudHcaaan,  Bank  Street  CoHega  of  Education. 
010  West  112th  Street.  New  York,  N.Y. 
10007 

Room  10030,  3535  Market  Street.  Philadel¬ 
phia.  Pa.  19108. 

Center  tor  Urban  Education,  160  West  Wen- 
den  Street  (1050  North  Weds).  Chicago,  M. 
60606. 

Room  360,  New  Federal  Bldg.,  915  Secoryl 
Airenue.  Seattle.  Wash  96174. 

Room  209.  Fedsral  Office  BMo..  50  United 
Nakons  Haze.  San  Francisca  CaM.  04102 
Room  361.  Federal  Office  Bldg..  1961  Stout 
Sheaf,  Denver,  Colo.  8C2U2 
Room  147,  New  Federal  Offioa  Bldg.,  601 
Eaai  1201  Street,  Kansas  CMy.  Mo.  64106. 
Room  7A23.  Earl  Cabed  Federal  Bldg.,  1100 
Conwnarce  Sheet  Denes,  Tax.  75202 
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terms  of  assistance.  Although  some 
common  elements  exist,  the  number  of 
exceptions  reduced  the  usefulness  and 
readability  of  consolidated  regulations. 
In  addition,  the  regulatory  provisions  of 
these  programs  are  not  consistent  with 
those  relating  to  grant  programs. 

The  public  is  invited  to  participate  in 
the  development  of  these  regiilations. 
After  public  comments  on  the  proposed 
regulations  are  received  and  considered, 
final  regulations  will  be  published  in  the 
Federal  Register  together  with  an 
explanation  of  the  Education  Division's 
response  to  the  comments.  The 
regulations  will  later  be  codified  in  the 
Code  of  Federal  Regulations  (CFR),  the 
official  compilation  of  Federal 
regulations. 

n.  Summary  of  the  Regulations 

Part  100a  applies  to  direct  grant 
programs  under  which  the  Education 
Division  makes  grants  directly  to 
eligible  agencies,  organizations, 
institutions  and  individuals.  Part  100b 
applies  to  a  State-administered  program 
under  which  each  State  is  entitled  to  ' 
receive  funds  and  either  uses  the  funds 
itself  or  makes  subgrants  to  eligible 
agencies,  organizations  and  institutions. 

.  l^e  definitions  in  part  100c  apply  to  all 
Education  Division  programs,  including 
,  student  financial  assistance  and 
fellowship  programs. 

Additional  requirements  are  imposed 
by  45  CFR  Part  74,  HEWs 
Administrative  Regulations  for  the 
Administration  of  Grants.  These 
requirements  are  adopted  in  these 
relations  by  reference.  To  aid 
reviewers,  a  copy  of  part  74  is  attached. 

Some  of  the  major  subjects  relating  to 
direct  grant  programs  found  in  Part  100a 
include: 

a.  The  application  process. 

b.  State  review  procedures. 

c.  Selection  of  new  projects. 

d.  Approval  of  multi-year  projects. 

e.  General  administrative 
responsibilities. 

f.  Data  collection  instruments. 

g.  Procedures  used  by  the  Education 
Division  to  get  compliance. 

Some  of  the  major  subjects  in  part 
100b  relating  to  State-administered 
programs  include: 

a.  State  plans  and  applications. 

b.  Participation  of  children  enrolled  in 
private  schools. 

c.  Conditions  that  the  State  and  its 
subgrantees  must  meet  after  funds  are 
awarded. 

d.  Administrative  responsibilities  of 
the  State  and  its  subgrantees. 

e.  Use  of  funds  by  the  State  and  its 
subgrantees. 

f.  Complaint  procedures  of  the  State. 


Part  lOOo — General,  contains 
definitions  which  apply  to  all  Education 
Division  programs,  records  imd^  the 
Freedom  of  Information  Act  and 
regulations  removed  from  the  Code  of 
Federal  Regulations.  This  is  the  only 
part  of  these  regulations  that  relates  to 
student  financial  assistance  and 
fellowship  programs. 

m.  Major  Provisions 

EDGAR  was  developed  from  existing 
general  regulations,  program  regiilations, 
other  policy  dociunents,  and  in  some 
cases,  new  legislation. 

To  the  extent  possible,  the  somx:es  for 
each  section  of  EDGAR  are  listed  after 
the  section.  The  sources  are  primarily 
regulations  in  Title  45  of  the  CFR,  as 
they  existed  August  31, 1978.  In  some 
cases,  sources  are  the  General 
Education  Provisions  Act  (GEPA),  the 
Grants  Administration  Manual  (GAM), 
or  the  Office  of  Education  Grant  and 
Prooirement  Management  Manual  (OE 
III-2).  The  major  provisions  in  each  part 
and  subpart  of  EDGAR  are  highlighted 
in  the  following  summary: 

Major  Providons  in  Part  100a 

I.  Subpart  A— General 

a.  Direct  grants — discretionary  and 
formula.  Section  lOOa.200  defines  the 
terms  “discretionary  grant  programs" 
and  “formula  grant  programs.” 

The  regulations  in  part  100a  apply  to 
both  formula  and  diso^tionary  dir^ 
grant  programs.  Unlike  the  existing 
general  provisions  regulations,  the 
proposed  part  100a  attempts  to 
distinguish  between  the  two  types  of 
direct  grant  programs,  and  to  provide 
better  guidance  as  to  which  regulations 
apply  to  each. 

b.  Relationship  of  other  regulations. 
EDGAR  consolidates  administrative  and 
fiscal  requirements  currently  in  the 
general  provisions  regulations  (45  CFR 
Parts  lOO-lOOd)  and  in  individual 
program  regulations  of  the  Education 
Division.  Additional  requirements  or 
exceptions  to  EDGAR  for  individual 
programs  may  be  necessary  in  program 
reg^ations  if  required  by  statute  or 
where  the  nature  of  the  programs  makes 
certain  EDGAR  requirements 
inappropriate.  To  make  an  EDGAR 
provision  inapplicable,  a  program  will 
put  a  specific  exemption  in  its 
regiilations. 

c.  Relationship  of  EDGAR  to  45  CFR 
Part  74.  EDGAR  adopts  by  reference  the 
HEW  general  regulations  in  45  CFR  Part 
74  that  apply  to  the  administration  of 
grants,  lliis  approach  is  a  major  change 
fit)m  the  existing  general  pro^sions 
regulations,  which  copied  the  text  of 


these  provisions,  rather  than  referencing 
them.  By  consolidating  program 
requirements  into  EDGAR  and 
eliminating  these  requirements  from 
program  regulations,  EDGAR  should 
reduce  unnecessary  burden  on 
applicants  who  apply  under  more  than 
one  program.  Similarly,  the  adoption  by 
reference  of  Part  74,  wUch  applies  to  ^ 
grant  programs  of  HEW,  should  reduce 
the  bi^en  on  applicants  who  apply  for 
grants  under  programs  administered  by 
different  agencies  in  HEW.  By  adopting 
Part  74  by  reference,  these  applicants 
%vill  not  have  to  read  both  Part  74  and 
EDGAR  to  determine  if  there  is  point- 
for-point  consistency,  as  they  had  to  do 
in  the  past 

There  are  also  disadvantages  to  the 
adoption  by  reference  of  Part  74. 
Applicants  and  grantees  who  are  only 
interested  in  Education  Division 
programs  will  have  to  refer  to  an 
additional  document  to  answer  certain 
questions  about  these  programs.  The 
index  planned  for  EDGAR  and  Part  74 
should  help  the  reader  determine  which 
subjects  are  covered  in  Part  74  and 
which  in  EDGAR.  As  pointed  out  in  the 
“Introduction  to  Regulations  of  the 
Education  Division"  that  precedes  Part 
100a,  it  is  necessary  to  have  an 
increasing  niunber  of  documents  which 
contain  all  of  the  rules  that  apply  to  a 
program.  The  Education  Division  is 
exploring  means  of  packaging  these 
various  documents — statutes, 
regulations,  application  notices,  etc. — 
that  will  help  a  reader  to  find  the 
information  he  or  she  needs. 

The  HEW  regulations  in  Part  74 
incorporate  provisions  of  Circular  A-110 
issued  by  the  Office  of  Management  and 
Budget  which  establishes  govemmentr 
wide  grant  policies.  Part  74  provides 
standardized  rules  for  all  HEW  grant 
programs.  EDGAR  provides  exceptions 
to  Part  74  where  required  by  statute.  For 
example,  GEPA  specifies  that  records 
relati^  to  Education  Division  grants 
must  be  retained  for  5  years,  replacing 
the  three-year  requirement  in  Part  74. 

The  index  planned  will  be  attached  as 
an  appendix  to  part  100c  of  EDGAR 
when  these  regulations  are  published  in 
final  form  in  the  Federal  Renter. 

d.  Simplification.  EDGAR  has  been 
written  in  much  simpler  language  than 
the  existing  regulations  it  replaces.  This 
will  reduce  the  amount  of  time  spent  in 
reading  regulations.  EDGAR  also 
includes  a  brief  introduction  that 
explains  in  easy-to-understand  terms 
how  to  use  regulations  and  how  to  get 
the  information  needed  to  apply  for 
assistance  under  Education  Division 
programs.  This  is  expected  to  reduce  the 
time  spent  in  both  applying  for  and 
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adnuinistering  grants  and  subgrants 
under  Education  Division  programs. 

2.  Subpart  C—How  to  Apply  for  a  Grant 

Nols<— Sobpart  B  is  reserved  for  future 
regulations. 

Under  existing  procedures,  programs 
of  the  Education  Division  have  a  wide 
variety  of  methods  for  applying  for  a 
grant  In  the  development  of  EDGAR, 
each  program  was  reviewed.  An  attempt 
has  been  made  to  select  the  best  of 
these  methods  as  the  standards  for  all 
programs.  Having  only  one  set  of 
application  procedures  for  all  programs 
should  reduce  applicant  time  spent 
determining  whether  differently  worded 
requirements  are  intended  to  produce 
different  results. 

a.  Appb'caUon  notices.  Hie  Education 
Division  explains  what  kind  of 
assistance  is  available  under  its  various 
programs  by  publishing  application 
notices  in  the  Federal  Re^tm.  These 
notices  explain  the  process  of  applying 
for  a  grant  and  proWde  information  to 
help  potential  applicants.  Each  notice 
states  the  dead^e  for  submitting 
applications  or  preapplications  imder  a 
program.  The  proposed  regulations  state 
how  to  meet  a  deadline  date  and 
provide  a  fiiU  set  of  rules  relating  to  the 
application  process. 

b.  Application  contents.  A  number  of 
significant  reforms  relating  to  the 
content  of  grant  applications  are 
included  in  EDG/Ul.  EDGAR  requires  a 
general  assurance  in  an  application 
under  a  direct  grant  program.  The 
applicant  must  assure  that,  if  awarded  a 
grant,  compliance  will  be  made  with 
applicable  statutes  and  regulations.  Hiis 
assurance  will  be  used  by  the  Education 
Division  as  a  basis  for  eliminating  more 
specific  assurances  required  by  program 
regulations  and  statutes.  The  result  will 
be  reduced  paperwork  in  applying  for  an 
Education  Division  grant 

EDGAR  includes  a  requirement  for 
discretionary  grant  programs  that  the 
application  must  indude  information 
that  responds  to  any  selection  criteria 
used  under  the  program.  This  provision 
will  be  used  as  a  basis  for  eliminating 
program  regulation  provisions  that  have 
redimdant  requirements — for  example,  a 
selection  criterion  on  evaluation  and 
another  requirement  in  the  regulations 
that  the  application  must  contain 
kifonnation  on  evaluation.  This 
ooDsohdatioD  of  selection  criteria  and 
apfdkntion  oootenls  will  provide  a  basis 
fw  eliminating  program  application 
requirements  by  sorting  out  those  that 
are  easential  to  the  program  from  those 
tiiat  are  not  The  nonessential 
requirements  will  be  eliminated,  thus 


reducing  the  paperworii  burden  on 
grantees  and  making  the  entire  process 
more  systematic  and  logical. 

EDGAR  limits  application 
submissions  to  an  original  and  two 
copies  for  all  Education  Division 
programs.  This  will  reduce  printing  and 
maUing  costs  for  applicants,  as  well  as 
the  time  previously  spent  making 
additional  copies.  It  also  provides  for 
uniformity  among  programs. 

c.  Multi-year  projects.  EDGAR 
eliminates  the  current  practice  in  a 
number  of  programs  of  requiring 
applicants  for  continuation  awards  to 
compete  for  funds.  Under  the  EDGAR 
provision,  continuations  under  a  multi¬ 
year  project  would  be  funded  without 
competition,  subject  to  the  standards 
stated  in  EDGAR,  including  satisfactory 
performance  and  availability  of  funds. 
This  will  eliminate  full  annual 
applications  for  those  projects,  a 
considerable  paperworic  reduction. 

d.  Preapplications.  EDGAR  provides 
the  basis  for  the  Education  Division  to 
expand  its  use  of  preapplications. 
Preapplications  can  significantly  reduce 
the  burden  on  applicants  by  screening 
out  ineligible  projects  and  by  providi^ 
a  vehicle  for  teclmical  assistance  by  the 
Education  Division.  While  the  EDGAR 
does  not  accomplish  this  directly,  any 
program,  without  further  regulation,  can 
now  avail  itself  of  this  prooklure. 

e.  Open  meetings.  The  existing  general 
provisions  regulations  (45  CFR  Part 
lOOd)  address  the  statutory  requirement 
for  open  meetings  under  the  Elementary 
and  Secondary  Education  Act  (ESEA). 
EDGAR  simplifies  the  procedures  and 
requirements  for  the  conduct  of  open 
meetings,  which  are  required  to  be 
conducted  by  local  educational  agencies 
that  submit  applications  under  certain 
programs  authorized  by  the  ESEA. 

EDGAR  gives  more  discretion  to  local 
agencies  on  how  they  may  conduct  open 
meetings.  All  local  educational  agencies 
are  subject  to  this  requirement.  Because 
the  Education  Amendments  of  1978 
made  many  more  programs  subject  to 
this  requirement  individual  school 
districts  are  ui:ged  to  give  careful 
consideration  to  this  provision.  Under 
the  statute,  a  grant  application  for  an 
affected  program  cannot  be  accepted 
without  the  required  certification  that  an 
open  meeting  was  held. 

f.  State  reviews.  EDGAR  includes 
provisions  relating  to  the  review  by  a 
State  agency  of  tndhridual  grant 
applications.  Federal  law  and 
in^lementing  regulatioDS  require  for 
certain  programs  that  a  State  agency 
must  review  and  approve  or  oomment 
on  eaoh  af^diaattoo  or  preaf^lioation  for 
a  grant  llirae  provMona,  which  were 


not  in  previous  general  provisions 
regulations,  have  been  derived  from 
various  program  regulations.  EDGAR 
establishes  a  uniform  process  to  be 
followed  by  the  State  agency  under  each 
of  these  programs,  authorizes  the 
Education  Division  to  establish 
deadlines  for  the  State  agency  to 
complete  its  review,  and  describes  the 
effect  of  the  State  agency’s  action  in 
approving,  disapproving,  commenting,  or 
failing  to  comment 

g.  OMB  Circular  A-PS  Clearinghouse 
procedures.  EDGAR  includes  provisions 
relating  to  the  Office  of  Management 
and  Budget  (OMB)  Circular  A-96.  This 
Circular  requires  an  applicant  under 
certain  Federal  programs,  to  notify  the 
appropriate  State  and  areawide 
clearinghouses  of  the  applicant’s  intent 
to  apply  for  a  grant  from  the  Education 
Division. 

EDGAR  identifies  those  direct  grant 
programs  which  are  subject  to  this 
requirement  The  regulations  also 
specify  the  type  of  i^ormation  to  be 
included  in  tiie  notice  to  the 
clearinghouse.  EDGAR  also  specifies  the 
number  of  days  that  the  OMB  Circular 
requires  that  the  clearinghouse  be  given 
for  its  review  of  the  appUcation,  and 
other  aspects  of  this  process. 

3.  Subpart  O—How  Grants  Are  Made 

Consistent  with  the  “Operation 
Common  Sense’’  objective  to 
consolidate  common  requirements,  these 
regulations  propose  that  general 
selection  criteria  be  used  to  evaluate 
applications.  EDGAR  describes  the 
elements  of  these  criteria  and  how  they 
are  used,  how  projects  would  be 
selected,  and  procedures  for  setting  the 
amount  and  determining  the  conditions 
of  a  grant. 

a.  Selection  criteria.  Hie  inclusion  of 
weighted  criteria  in  EDGAR  would  be  a 
major  change  from  the  existing  General 
regiilations.  In  addition  to  eliixdbmting  a 
large  number  of  varying  regulations, 
EDGAR  criteria  would  provide  a 
uniform  base  for  awardmg  discretionary 
grants  under  many  programs.  Hiis 
policy  question  is  discussed  in  greater 
detail  under  the  heading  “Major  Issues.” 

Reviewers  should  note  that  the 
selection  criterion  on  quality  of  staff 
also  has  a  focus  on  {xeventing  the  use  of 
lower  quality  staff  where  there  is  a 
potential  oonfliot  of  intarest  Hris 
provisicm  on  hiring  praotioee  relates  lo 
three  categories — (1)  a  member  of  the 
immediate  family  of  a  peseoa  on  tiie 
project  staff,  (2)  a  member  of  the 
governing  body  of  the  gsasilee,  (8)  or  a 
member  of  the  immediete  famfly  of  a 
person  on  that  govenalng  bmfy. 
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b.  Selection  process.  EDGAR  _ 
describes  in  detail  the  process  that 
would  be  used  to  select  new  prolects. 
This  process  includes  the  procedure  for 
returning  applications  to  applicants 
under  both  discretionary  and  formula 
grant  programs.  Also  explained  is  how 
the  discretionaiy  grant  applications  are 
reviewed  by  groups  of  experts  and  the 
way  rank  orderings  are  used  for  the 
selection  of  projects.  The  regulations 
reference  current  policy  that  the 
rankings  and  readers’  comments  are 
advisory  only;  that  it  is  the  program 
official’s  responsibility  to  make  final 
award  decisions. 

Reviewers  should  note  sections 
100a.219-100a.221,  which  describe  the 
circumstances  under  which  projects  may 
be  selected  for  funding  without 
competition  with  other  projects. 

The  remaining  provisions  on  project 
selection  deal  with  matters  such  as 
budget,  cost  analysis,  amoimts  and 
terms  of  the  grant  Sections  lOOa.250- 
lOOa.254  set  forth  the  procedures  for 
multi-year  projects  and  continuations. 
Continuations  of  multi-year  projects  do 
not  compete  with  new  projects  for 
funding,  and  would  not  compete  among 
themselves  unless  appropriations  are 
inadequate  to  fund  ^em  all. 

Part  100a  of  the  existing  general 
provisions  regulations  has  few  rules 
regarding  the  application  selection 
process.  By  having  the  procedures  that 
the  Education  Division  uses  to  make 
awards,  applicants  will  spend  less  time 
in  trying  to  determine  their  rights  and  to 
get  other  information  about  the  handling 
of  their  application. 

4.  Subpart  E—What  Conditions  Must  Be 
Met  By  A  Grantee? 

Subpart  E  prescribes  conditions  which 
grantees  must  meet.  For  example, 
grantees  are  required  to  comply  with 
Federal  statutes  and  regulations  on 
nondiscrimination.  Provisions  in  this 
subpart  describe  specific  requirements, 
standards  and  qualifications  for  project 
staff  selection,  compensation,  and 
conflict  of  interest. 

Other  conditions  which  are  covered 
include  allowable  costs,  indirect  cost 
rates,  coordination  with  other  activities, 
evaluation,  construction,  equipment  and 
supplies,  and  publications  and 
copyright  Reviewers  should  note  that 
copyright  policy  is  a  significant  issue 
found  in  the  discussion  of  "Major 
Issues." 

This  subpart  also  describes  other 
requirements  for  certain  projects. 
Reviewers  should  note  section  lOOa.660 
which  cross  references  requirements  in 
§§  100b.050-100b.663.  These  sections  set 
standards  for  children  enrolled  in 


private  schools  where  the  statute 
requires  an  opportunity  for  their 
participation.  These  requirements  have 
been  detailed  in  part  lOOb,  rather  than 
repeated  in  both  parts  100a  and  lOOb 
because  many  more  applicants  are 
affected  by  100b  (almost  every  school 
district  in  the  United  States  receives 
funds  under  the  programs  covered  under 
Part  100b).  This  approach  is  an  example 
of  keeping  EDGAR  consolidated  and 
non-repetitive.  However,  connnents  are 
welcome  on  this  approach. 

5.  Subpart  P—What  Are  the 
Administrative  Responsibilities  of  a 
Grantee? 

Subpart  F  requirements  apply  to  a 
grantee’s  administration  of  a  project 
including  compliance  with  statutes, 
regulations,  and  applications, 
responsibility  to  adbninister  and 
supervise  the  project  and  fiscal  control 
and  fund  accounting  procedures.  Section 
lOOa.707  provides  a  useful  table  for 
determining  when  an  obligation  is 
incurred  for  various  kinds  of  property 
and  services. 

This  sul^>art  also  includes 
codification  of  a  major  policy  which 
reduces  the  munber  of  fiscal  and 
performance  reports  for  most  grantees  to 
no  more  often  than  annually. 

Other  administrative  responsibilities 
relate  to  records,  privacy,  and  grantee 
data  collection.  The  privacy  provisions 
cross-reference  the  Family  Educational 
Rights  and  Privacy  Act  and  its 
implementing  regulations  under  45  CFR 
Part  99  (relating  to  student  recent)  and 
section  439  of  GEPA  (relating  to 
psychological  and  psychiatric  research 
and  testing). 

These  proposed  regulaticms  refer  to 
clearance  of  grantee  data  collection 
instruments  under  OMB  A-40  clearance 
procedures.  Reviewers  should  be  aware 
that  the  Department  is  separately 
developing  procedures  for  another 
review  whi^  will  partially  replace  OMB 
clearance. 

The  “Paperworic  Control’’ 
requirements  of  Pub.  L  95-561  require 
that  certain  data  collection  activities  be 
reviewed  by  the  Secretary  rather  than 
by  OMB.  Coverage  under  this  review 
will  extend  to: 

*  *  *  collection  of  infonnation  and  data 
acquisition  activities  of  all  Federal  agencies, 

(i)  whenever  the  req>ondents  are  primarily 
educational  agencies  or  institutions,  and  (ii) 
whenever  the  pnrpoae  of  sudi  activities  is  to 
request  information  needed  for  the 
management  ot  or  the  formulation  of.  policy 
related  to  Federal  education  programs  or 
research  or  evaluation  studies  related  to  the 
implementation  of  Federal  education 
programs. 


(Section  400A(a)(lHA)  of  the  General 
Echication  Provisions  Act,  as  amended  by 
section  1212  (rf’Pub.  L  96-561) 

When  the  procedures  are  developed 
for  the  paperwork  control  review,  they 
may  be  incorporated  into  the  final 
regulations  for  EDGAR* 

6.  Subpart  G — What  Procedures  Does 
the  Education  Division  Use  to  Get 
Compliance 

The  HEW  Grant  Appeals  Board  is 
used  for  post-award  disputes  for  most  of 
the  discretionary  grant  programs. 
EDGAR,  Subpart  G,  identi^s  applicable 
regulations  governing  the  jurisdkkion  of 
the  board  a^  procedures  for  suspension 
and  terminatioa. 

The  new  Education  Appeals  Board, 
enacted  under  the  Education 
Amendments  of  1978,  may  handle 
certain  kinds  of  disputes  under  direct 
grant  programs.  The  extent  of 
jurisdiction  of  the  Education  Appeals 
Board  will  be  described  more  folly  in  a 
regulation  to  be  published  separately 
from  this  document  Clarification  on  the 
role  of  both  af^als  boards  will  be 
available  when  that  regulation  is 
completed. 

Major  Provisions  In  Part  166b 
1.  Subpart  A— General 

a.  State  formula  grants  and  subgrants. 
Unlike  the  existing  Part  100b  general 
provisions  regulations,  die  new  EDGAR 
Part  100b  applies  to  all  programs  that 
authorize  formula  grants  to  the  States, 
even  if  the  States  do  not  have  statutory 
authority  under  a  particular  program  to 
make  subgrants.  Ibese  regulations 
simplify  requirements  and  make  clear 
what  provisions  apply  under  vdiich 
conditions.  Th^  also  implement  a 
number  of  burden  reduction  reforms 
enacted  in  the  Education  Amendments 
of  1978. 

b.  Relationship  to  program 
regulations.  EDGAR  consolidates 
a^inistrative  and  fiscal  requirements 
currently  in  the  general  provisions 
regulations  and  in  individual  program 
regulations  of  the  Education  Division.  If 
a  program  needs  regulations  that  are  not 
consistent  with  Part  100b,  the 
implementing  regulations  for  that 
program  will  be  amended  to  identify  the 
sections  of  Part  100b  that  do  not  apply. 

c.  45  CFR  Part  74.  EDGAR  adopts  the 
HEW  general  regulations  in  45  CHI  Part 
74  that  apply  to  these  programs.  The 
reasons  for  this  approach  are  the  same 
as  described  under  the  summary  of 
major  provisions  in  part  100a. 

d.  Program  statutes.  Program  statutes 
determine  eligibility  and  whether 
subgrants  are  authorized.  Statutes  also 
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designate  the  responsible  State  agency 
or  permit  the  State  to  designate  the 
agency,  determine  the  extent  to  which  a 
State  may  use  grant  funds  directly  or 
make  subgrants  to  eligible  applicants, 
and  determine  whether  a  State  is 
required  to  distribute  funds  by  an  . 
objective  formula  or  through  a 
discretionary  procedure. 

2.  Subparts  B  and  C — How  a  State 
Applies  for  a  Grant;  How  a  Grant  is 
Made  to  a  State 

Subpart  B  establishes  general 
requirements  that  a  State  must  meet  to 
apply  for  a  grant  under  a  State- 
administered  program.  Additional 
requirements  are  in  the  authorizing 
statute  and  the  implementing  regulations 
for  the  individual  program. 

a.  Major  reforms.  This  subpart  of 
EDGAR  implements  a  number  of 
signihcant  reforms  recommended  by 
MEW’S  Zero  Based  Review  of  Federal 
Planning  Requirements  Study  and 
Regulations  Reform  Project.  Reviewers 
should  note  that  there  is  a  general 
discussion  on  these  reform  studies  under 
the  heading  “Recommendations  and 
Studies." 

1.  General  State  application.  EDGAR 
implements  a  general  application  for 
programs  under  which  the  State 
educational  agency  may  make  subgrants 
to  local  education^  agencies.  A  State 
may  submit  a  single  application  to  cover 
all  of  these  programs.  GEPA  Section  435, 
which  authorizes  the  single  State 
application,  and  other  GEPA  provisions 
that  apply  to  part  100b  are  contained  in 
Appendix  A  to  Part  100b  of  EDGAR. 

*1110  general  State  application  replaces 
the  general  application  filed  by  States 
under  the  Education  Amendments  of 
1974  and  is  an  expansion  of  previous 
efforts  to  consolidate  and  reduce 
paperwork.  The  new  general  State 
application  consolidates  a  number  of 
provisions  that  apply  to  State- 
administered  programs. 

The  general  State  application  remains 
in  effect  until  such  time  as  Congress 
amends  the  statute.  Paperwork  will  be 
reduced  since  the  application  will  be 
used  as  a  means  of  eliminating 
overlapping  assurances  in  State  plans 
under  the  various  programs. 

2.  Three-year  State  plans.  EDGAR 
implements  a  second  major  reform,  the 
three-year  State  plan.  The  three-year 
plan  will  replace  annual  State  plans  and 
applications.  This  provision,  also 
authorized  under  the  Education 
Amendments  of  1978,  will  be 
implemented  no  later  than  fiscal  year 
1981  for  all  the  State-administered 
programs.  Under  any  program,  the 
Commissioner  may  ask  States  to  submit 


the  three-year  plans  on  a  staggered 
schedule.  Program  regulations  may  also 
provide  for  a  longer  effective  period 
than  three  years  if  the  program  statute 
permits.  Implementation  of  this 
procedure  should  reduce  paperwork 
considerably. 

3.  Certification  requirements.  EDGAR 
implements  a  third  major  reform,  the 
elimination  of  the  State  attorney  general 
certification  which  was  previously 
required  in  nearly  all  State  plans. 
EDGAR  provides  that  one  set  of 
necessary  certifications  will  be  accepted 
from  the  agency  submitting  the  plan.  As 
with  the  other  major  reforms,  burden  on 
the  States  will  be  reduced. 

b.  General  information  on  how  a  grant 
is  made.  EDG^  provides  provisions  on 
the  grant  making  process,  including  how 
to  make  an  amendment  to  a  State  plan, 
the  statutory  and  regulatory 
requirements  which  must  be  met  before 
a  plan  can  be  approved,  opportunity  for 
a  hearing  before  a  plan  is  disapproved, 
and  how  allotments  and  reallotment  of 
grants  funds  are  made. 

3.  Subparts  D  and  E— How  To  Apply  to 
the  State  for  a  Subgrant;  How  a 
Subgrant  is  Made  to  an  Applicant 

Subparts  D  and  E  contain  major 
consolidations  of  procedures  currently 
followed  under  State-administered 
programs  that  authorize  subgrants. 

a.  Application  procedures.  To  get 
information  about  applying  for 
subgrants,  applicants  should  contact  the 
State  agency  that  administers  the 
program.  The  EDGAR  provides  uniform 
procedures  which  the  State  must  follow 
in  notifying  the  subgrantee  of  the 
amount,  period,  and  Federal 
requirements  that  apply  to  a  subgrant 
Procedures  also  address  joint 
applications  and  projects,  making 
approved  applications  available  for 
public  inspection,  and  amending 
applications. 

A  major  reform  implemented  in 
EDGAR  is  the  local  educational  agency 
general  application  which  is  authorized 
under  the  Education  Amendments  of 
1978.  The  local  educational  agency 
application  covers  all  State- 
administered  programs  under  which  the 
agency  applies,  llie  same  advantages  of 
the  general  State  application  occim — 
consolidation,  reduced  paperwork,  and 
simplification.  The  use  of  this 
application  will  permit  the  Education 
Division  to  eliminate  overlapping 
program  regulations,  therefore 
shortening  the  agency’s  annual 
application  undbr  each  program. 
Appendix  A  to  part  100b  contains 
section  436  of  GEPA  which  sets  forth  the 


contents  of  the  single  local  educational 
agency  application. 

b.  State  review  procedures.  EDGAR 
codifies  the  rules  and  procedures  which 
States  must  follow  in  reviewing 
applications  for  subgrants.  This 
consolidation  should  result  in  greater 
consistency  in  the  review  and  funding  of 
subgrant  applications.  Reviewers  should 
note  that  $  lOOb.401  implements  the 
hearing  procedures  authorized  by 
section  425  of  the  GEPA.  Section  425  is 
contained  in  Appendix  A  to  100b. 

4.  Subpart  F—What  Conditions  Must  Be 
Met  by  the  State  and  Its  Subgrantees? 

a.  General  conditions.  EDGAR 
prescribes  conditions  which  must  be  met 
by  States  and  subgrantees.  ’These 
provisions  generally  parallel 
requirements  in  part  100a,  such  as 
complying  with  Federal  statutes  and 
regulations  on  nondiscrimination, 
allowable  costs,  indirect  cost  rates, 
coordination,  evaluation,  participation 
of  children  enrolled  in  private  schools, 
and  construction.  Some  rules  found  in 
part  100a  are  not  included  in  Part  100b 
because  they  are  not  appropriate  for  a 
State-administered  program,  such  as 
rules  on  project  staff  and  conflict  of 
interest. 

b.  Private  schools.  Special  attention  is 
called  to  S§  100b.650-100b.663  that  set 
standards  for  children  enrolled  in 
private  schools  to  participate  where  the 
statute  provides  for  this  opportunity.  As 
previously  noted,  the  same  rules  and 
procedures  apply  under  Part  100a  for  a 
program  that  has  a  similar  statutory 
requirement.  At  present,  there  are  some 
program  regulations  but  no  general 
provisions  for  these  requirements. 
Inclusion  of  such  provisions  in  EDG.A.R 
is  a  major  policy  question  which  is 
discussed  under  “Major  Issues." 

EDGAR  provisions  address  such 
matters  as  State  and  subgrantee 
responsibilities,  consultation  with 
representatives  of  private  school 
students,  and  the  determination  of  the 
munber  of  eligible  students  and  their 
needs.  Also  covered  are  the  level  of 
benefits  and  expendihu«s  for  the 
students,  application  requirements,  use 
of  funds,  and  use  of  personnel.  . 

5.  Subpart  G—What  Are  the 
Administrative  Responsibilities  of  the 
State  and  Its  Subgrantees? 

a.  State  and  subgrantees 
responsibilities.  Subpart  G  describes  the 
various  types  of  administrative 
requirements  that  apply  to  States  and 
subgrantees.  These  rides  on  compliance, 
project  supervision,  fiscal  control  and 
fund  accounting  procedures,  reports, 
records,  privacy,  and  data  collection  are 
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similar  to  those  in  Part  100a.  As  pointed 
out  in  the  description  of  administrative 
responsibilities  under  Part  100a,  a  major 
improvement  in  these  regulations  is  a 
table  describing  when  an  obligation  is 
incurred.  The  table  is  found  in 
S  lOOb.707. 

b.  State  responsibilities.  This  subpart 
also  contains  rules  that  States  must 
follow  on  dissemination  of  information, 
providing  technical  assistance, 
encouraging  eligible  applicants  to  apply, 
and  adopting  complaint  procedures. 

ft  Subpart  H — What  Procedures  Does 
the  Commissioner  Use  to  Get 
Compliance? 

Subpart  H  sets  forth  the  procedures 
used  by  the  Commissioner  to  get 
compliance.  The  applicable  regulations 
in  45  CFR  Part  74  on  suspension  and 
termination  authority  are  identified. 
Unlike  compliance  for  Part  lOOa,  in 
which  the  HEW  Grants  Appeals  Board 
is  used  for  most  post-award  disputes, 
the  principal  tool  of  enforcement  for 
State-administered  programs  will  be  the 
new  Education  Appeals  Board,  created 
under  the  Education  Amendments  of 
197S.  The  board  will  conduct  audit 
appeal  hearings,  withholding  hearings, 
cease  and  desist  hearings,  and  other 
designated  proceedings.  Appendix  A  to 
PSrt  100b  contains  section  451  of  the 
GQ’A  which  establishes  the  Board. 

Major  ProvlsioB  in  Part  100c 

Definitions 

The  definitions  in  Part  100c  apply  to 
all  Education  Division  programs, 
including  student  assistance  and 
fellowship  programs  (which  are  not 
covered  1^  Parts  100a  and  100b).  Part 
100c  also  identifies  the  definitions  in  45 
CFR  Part  74  which  apply  to  Education 
Division  programs,  llie  definitions  apply 
to  a  program  unless  a  statute  or 
regulation  provides  otherwise. 

The  consolidation  and  8in4)lification 
of  hundreds  of  separate  definitions  into 
one  set  of  common  definitions  should 
help  eliminate  confusion  and  reduce 
burden  on  applicants  and  grantees. 

IV.  Major  Issues 

A  number  of  policy  issues  surfaced  in 
the  development  of  EDGAR.  The  most 
sensitive  of  these  issues  are  highlighted 
below.  The  Education  Division  is 
seeking  public  comment  on  these  issues 


and  the  options  identified.  The 
comments  received  will  serve  as 
guidance  in  drafting  the  final 
regulations. 

1.  Should  the  EDGAR  include 
regulations  relating  to  affirmative 
action  activities  of  applicants  or 
grantees  or  both?  If  so,  in  what  manner? 

A  review  of  Education  Division 
affirmative  action  policies  and 
procedures,  completed  in  September  • 
1978,  revealed  that  most  programs  lack 
satisfactory  compliance  with  and 
support  of  Federal  civil  rights  and 
affirmative  action  statutes.  The  EDGAR 
Task  Force  met  with  program  managers 
and  with  officials  within  the  Education 
Division  and  the  HEW  Office  for  Civil 
Rights  to  consider  whedier  the  EDGAR 
should  include  regulations  relating  to 
affirmative  action.  Four  options  were 
considered. 

One  option  was  to  continue  with 
current  practices.  Nothing  would  be 
added  to  EDGAR.  Programs  would  of 
coiu'se  continue  to  require  signed 
assurances  of  compliance  with  civil 
rights  statutes  and  regulations. 

A  second  option  would  he  to  add  an 
additional  criterion  to  the  five  general 
selection  criteria  to  evaluate  affirmative 
action  by  applicants.' 

A  third  option  would  combine  a 
number  of  possible  provisions  into  a 
general  affirmative  action  statement  in 
EDGAR. 

Option  four,  proposed  in  EDGAR, 
would  be  to  reflect  aflirmative  action 
concerns  in  various  sections  of  EDGAR. 
The  following  provisions  are  proposed 
(See  the  text  of  the  regulations  for 
context.) 

•  S  lOOa.110  Describe  the  project 

An  application  must  describe  the 
project  in  detail  The  description  must 
include — 

•  •  •  •  * 

(e)  An  assessment  of  the  effect,  if  any, 
of  t)ie  project  on  persons  who  are 
members  of  groups  that  have  been 
traditionally  under-represented,  such  as 
members  of  racial  or  ethnic  minority 
groups,  women,  handicapped  persons, 
and  the  elderly. 

*  •  §  lOOa.115  Demonstrate  capability; 
include  evaluation  of  completed 
project 

(a)  An  application  must  include 
information  that  demonstrates  the 
applicant's  capability  to — 


(2)  Meet  the  needs  of  the  persons  (if 
any)  that  the  applicant  plans  to  serve 
with  the  project 

•  S  lOOa.140  Give  notice  of  the 

meeting:  make  information 
available. 

***«*. 

(c)  The  agency  shall  take  steps  to 
j  ensure  that  persons  who  are  members  of 
groups  that  have  been  traditionally 
underrepresented  receive  the  type  of 
notice  required  by  paragraph  (b)(1)  and 
that  these  persons  are  encouraged  to 
participate  in  the  meeting.  These 
persons  include — 

(1)  Members  of  racial  or  ethnic  • 
minority  groups; 

(2)  Women: 

(3)  Handicapped  persons;  and^ 

(4)  The  elderly. 

*  •  •  •  • 

•  §  lOOe.141  Certify  that  open  meeting 

was  held. 

If  a  local  educational  agency  must 
hold  an  open  meeting  under  ( lOOa.139, 
the  agency  shall  certify  in  its  application 
that— 

•  •  •  •  • 

(c)  The  agency  made  information 
available  in  accordance  with 
§  100a.l40(c): 

•  1 100a. 205  Selection  criterion — 

^valuation  plan. 

•  •  *  •  * 

(bjrrhe  official  looks  for  information 
that  shows  an  objective  quantifiable 
method  of  evaluation  under  §  lOOa.590. 

*  *  •  •  # 

•  S  lOOa.206.  Selection  criterion — 

adequacy  of  resources. 

(a)  The  appropriate  official  of  the 
Education  Division  reviews  each 
application  for  information  that  shows 
that  the  applicant  plans  to  devote 
adequate  resources  to  the  project, 
including  resources  to  meet  the  needs  of 
persons  to  be  served  by  the  project  who 
are  members  of  groups  that  have  been 
traditionally  underrepresented,  such  as 

(1)  Members  of  racial  or  ethcic 
minority  groups; 

(2)  Women; 

(3)  Handicapped  persons;  and 

(4)  The  elderiy. 

*  *  •  •  * 

•  S  lOOa.500  Federal  statutes  and 
regulations  on  nondiscrimination. 

Each  grantee  shall  comply  with  the 
following  statutes  and  regulations. 
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8ub^6Ct 

SlaMo 

RagutaOona 

Ditcriminatton  on  tho  batit  of  raoa,  color,  or  na- 
bonal  origirt 

TWO  VI  of  CM  Rigrilt  Act  of  1064  (42  U.&C.  45  CFR  Part  SO 

2000IM). 

TWa  IX  of  0w  Education  AnMndmenta  of  1972  (20  45  CFR  Part  86. 

Diacfirninalion  on  Itw  bMis  ol  handkaw) - 

U.S.C.  1681-1683). 

Sacten  504  of  tha  RahaMtation  Act  of  1073  (29  45  CFR  Part  84. 
U.S.C.  794). 

Tha  Aaa  OtaerMialion  Act  <42  U.S.C.  6101  et  MO.)..  45  CFR  Part  00. 

•  §  lOOa.590  Evaluation  by  the 

grantee.  •  ■ 

A  grantee  shall  evaluate  at  least 
annually: 

*  •  * * * * *****  *  * 

(c)  The  effect  of  the  project  on  persons 
being  served  by  the  project,  including 
persons  who  are  members  of  groups  that 
have  been  traditionally 
underrepersented,  such  as  members  of 
racial  or  ethnic  minority  groups,  women, 
handicapped  persons,  and  the  elderly. 

•  §  lOOa.620  General  conditions  on 
publication. 

(a)  Content  of  materials.  Subject  to 
any  specific  requirements  that  apply  to 
its  grant,  a  grantee  may  decide  the 
format  and  content  of  project  materials 
that  it  publishes  or  arranges  to  have 


•  §  lOOb.761  A  State  shall  encourage 
eligible  applicants  to  apply. 

(a)  Each  State  shall  encourage  all  [the 

word  “all”  added]  eligible  applicants  to 

apply  for  subgrants. 

***** 

Public  comments  are  specifically 
invited  on  each  of  the  provisions. 

2.  Participation  of  children  enrolled  in 
private  schools. 

EDGAR  covers  another  subject  not 
previously  covered  in  general 
regulations — participation  of  students 
enrolled  in  private  schools.  Under  a 
number  of  Office  of  Education  programs, 
the  program  statute  requires  each 
recipient  to  use  its  grant  or  subgrant  to 
provide  services  in  which  private  school 
students  can  participate. 

A  number  of  problems  arose  in  the 
attempt  to  consolidate  existing  program 
regulations  under  these  statutes.  Some 
of  the  statutes  have  different 
requirements  on  how  a  recipient  must 
provide  services.  Some  statutes  include 
a  “by-pass”  authority  that  allows  the 
Commissioner  to  provide  the  services 


published.  However,  the  grantee  shall 
avoid  race  stereotype  or  sex  bias  in 
project  materials.  As  used  in  this 
section — 

(1)  “Race  stereotype"  means  an 
assumption  that  members  of  a  racial 
group  share  common  abilities,  interests, 
values,  or  roles  because  they  are 
members  of  that  group;  and 

(2)  “Sex  bias”  means  attitude  that 
supports  structuring  the  educational 
development  of  boys  and  girls 
differently  on  any  basis  other  thair 
physiological  differences. 
***** 

•  S  lOOb.500  Federal  statutes  and 
regulations  on  nondiscrimination. 

Each  grantee  shall  comply  with  the 
following  statutes  and  relations. 


directly  (under  certain  circumstances). 
Other  statutes  do  not  include  this 
authority.  All  of  the  statutes  have 
varying  eligibility  and  residency 
requirements.  However,  over  the  years 
the  regulations  on  serving  private  school 
students  have  retained  many  rules  that 
are  alike.  EDGAR  proposes  to 
consolidate  these  rules  where  possible. 

The  proposed  EDGAR  would  govern 
the  manner  in  which  a  recipient  must 
serve  private  school  students.  It  does 
not  cover  eligibility  or  residency 
requirements,  or  procedures  for  using 
the  various  “by-pass”  authorities.  Rules 
on  these  matters  would  remain  in  the 
program  regulations.  The  EDGAR 
include  standards  for  comparing 
services  to  private  and  public  s^ool 
students,  rules  on  involving  appropriate 
representatives  of  private  school 
students  in  making  decisions  that  affect 
those-  services,  and  protections  to  make 
sure  that  private  schools  are  not 
improperly  benefited  by  the  use  of 
program  fimds. 

The  basis  principle  in  EDGAR,  as  it  is 
in  existing  program  regulations,  is  fair 


treatment  of  private  school  students.  If 
their  needs  are  the  same  as  public 
school  students,  are  they  receiving  the 
same  kind  of  services?  Are  program 
funds  being  spent  evenhandedly?  Have 
representatives  of  private  school 
students  been  fully  involved  in  these 
decisions? 

The  Education  Division  speciffcally 
requests  comments  on  this 
consolidation,  including  the  balance 
drawn  between  the  interests  of  the 
public  and  private  school  students. 

3.  Should  EDGAR  include  general 
selectian  criteria  for  direct  grant 
programs? 

l^e  EDGAR  Task  Force  analyzed  107 
sets  of  program  selection  criteria.  The 
Task  Force  identiffed  five  selection 
criteria  with  general  program 
applicability. 

Under  EDGAR,  the  appropriate 
official  of  the  Education  Division  would 
use  the  five  general  weighted  selection 
criteria  in  EDGAR  and  Ae  specific 
program  selection  criteria  to  evaluate 
each  application  submitted  for  a  new 
project  under  a  discretionary  grant 
program.  If  a  program  does  not  have 
selection  criteria,  the  EDGAR  criteria 
are  used  alone,  unweighted,  to  evaluate 
applications. 

The  procedure  for  using  the  criteria  is 
stated  in  EDGAR.  If  the  selection 
criteria  for  a  program  are  not  weighted, 
each  criterion  is  evaluated  equally.  If 
the  selection  criteria  for  a  program  are 
weighted,  the  appropriate  Education 
Division  official  assigns  in  the  program 
regulations  a  total  number  of  points  that 
an  applicant  may  receive  under  all  of 
the  criteria.  The  specific  program 
selection  criteria  use  70  percent  of  the 
total  points  assigned  to  tiie  program  cmd 
the  EDGAR  selection  criteria  use  the 
remaining  30  percent  of  the  total  points. 
Each  of  the  five  EDGAR  criteria  have 
assigned  weights  which  may  be 
expressed  as  a  percentage  of  the  total 
points  assigned  to  the  program.  The 
criteria  and  weights  are — 

(1)  Plan  of  operation  (10  percent). 

(2)  Quality  of  key  personnel  (7 
percent). 

(3)  Budget  and  cost  effectiveness  (5 
percent). 

(4)  Evaluation  plan  (5  percent). 

(5)  Adequacy  of  resources  (3  percent). 

Under  a  program  that  uses  the 

EDGAR  criteria,  the  program  regulations 
may  increase  the  weights  assigned  in 
EDGAR  for  any  of  the  criteria.  A 
program  regulation  may  also  change  or 
eliminate  EDGAR  criteria,  if  necessary, 
for  program  purposes. 

Reviewers  are  invited  to  comment  on 
the  desirability  of  the  EDGAR  approach 
as  well  as  the  options.  One  option 


Statuta 

Ragulations 

Diicrtminatton  on  tha  baaia  of  raoa.  color,  or  na* 
bonal  origirt 

TWa  VI  of  tha  CM  Rights  Act  of  1064  (42  U.aC.  45  CFR  Part  80. 
2000d  Ihreugh  2000d-4). 

TWa  D(  of  Oia  EducaOon  AmarxOwantt  of  1072  (20  46  CFR  Part  86 
U.S.C.  1681-1683). 

Sadion  504  of  lha  RahWWBatlon  Act  of  1073  (29  46  CFR  Part  84. 

Diacrtminalion  on  tha  baaia  of  aga....*..... . . 

U.8.C  794). 

Tha  Aga  Diacfimination  Act  (42  U.8.C.  6101  et  sag.  „ 

45  CFR  Part  00. 
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would  allow  programs  complete 
flexibility  to  increase  or  decrease  the 
weights  assigned  to  these  EDGAR 
criteria. 

A  second  option  would  be  to  allow 
programs  to  (1)  assign  unique  weights  to 
EDGAR  criteria  and  to  (2)  add  detail  to 
EDGAR  criteria  when  justifled  for 
programmatic  reasons. 

A  third  option,  and  the  one  proposed 
in  EDGAR,  is  to  publish  weighted 
EDGAR  criteria  with  the  understanding 
that  they  apply  to  all  programs  unless 
they  are  alter^  in  specific  program 
reg^ations. 

4.  What  should  be  the  coypyright 
policy  of  the  Education  Division? 

Three  policy  options  were  considered 
with  respect  to  materials  developed 
under  grants.  One  option  would  retain 
the  current  policy  of  limited  copyright 
and  sharing  of  royalties  which  has  been 
in  effect  since  1968.  Under  this  policy, 
grantees  are  required  to  request 
authorization  to  copyright  Copyright  is 
normally  authorized  only  for  a  period  of 
five  years.  Generally  fifty  percent  of  net 
royalty  income  is  remitted  to  the 
Government  A  waiver  of  any  of  the 
requirements  is  permitted  if  it  would 
promote  effective  dissemination. 

Under  a  second  option,  the  one 
proposed  in  EDGAR,  the  Education 
Division  would  adopt  the  liberal  HEW 
policy  (45  CFR  Part  74)  which  permits 
unlimited  copyright  by  a  grantee  unless 
otherwise  provided  in  a  particular  grant 
Part  74  would  also  govern  the  use  of 
royalty  income.  Any  exception  would 
require  provisions  in  indi^dual  program 
regulations. 

A  third  option  would  be  to  adopt  the 
HEW  policy  but  allow  individual  * 
programs  to  set  their  own  copyright 
policy  in  program  regulations. 

The  Education  Division  requests 
comments  on  these  options,  particulariy 
whether  it  is  advisable  to  retain  the  1968 
policy,  and  whether  individual  programs 
should  be  allowed  to  have  varying 
policies. 

The  EDGAR  proposes  a  different  rule 
for  Education  Division  contractors. 
Unless  otherwise  specified  in  the  terms 
of  a  contract  the  Education  Division 
would  reserve  all  rights,  including  the 
ri^t  to  authorize  copyright 

(5)  Should  EDGAR  include  regulations 
on  “cooperative  agreements?** 

The  Federal  Grant  and  Cooperative 
Agreement  Act  of  1977  (Pub.  L  95-224, 
February  3, 1978),  requires  the  use  of 
procurement  contracts  for  all  agency 
acquisition  activity  and  the  use  of 
assistance  instruments  (grants  or 
cooperative  agreements)  for  specified 
types  of  assistance  relationships.  The 


Act  which  became  effective  on 
February  3, 1979,  requires  agencies  to 
distinguish  between  grants  and 
cooperative  agreements. 

Cooperative  agreements  are  a  new 
type  of  assistance  instruments.  Grants 
must  be  used  for  assistance  actions 
whenever  no  substantial  Federal 
involvement  is  anticipated  with  the 
recipient  during  performance. 
Cooperative  agreements  must  be  used 
for  all  assistance  actions  when 
substantial  Federal  involvement  is 
anticipated  with  the  recipient  during 
performance.  At  the  present  time, 
however,  there  are  no  standard 
definitions  for  grants  and  cooperative 
agreements.  We  anticipate  that  it  will 
t^e  a  period  of  time  to  identify  and  test 
the  distinctions  between  the  two  types 
of  instruments.  These  regulations 
propose  to  be  silent  on  cooperative 
agreements.  The  Department  issued 
guidelines  on  the  new  Act  in  Chapter  1- 
01  and  1-02  of  its  Grants  Administration 
Manual  (October  23, 1978)  in  which 
present  administrative  requirements 
apply  both  to  grants  and  cooperative 
agreements,  ne  Manual  points  out  that 
the  results  of  experience  and  the  OMB 
study  on  this  topic  will  allow  for  future 
elaboration. 

The  advantage  of  being  silent  in 
EDGAR  is  that  maximum  flexibility  will 
permit  development  of  key 
programmatic  distinctions  as  well  as 
identification  of  the  nature  and  form  of 
“substantial  Federal  involvement“  In 
light  of  the  developments.  EDGAR  can 
be  amended  in  the  future  after  this 
review  is  completed. 

V.  Recommendations  and  Studies 

Several  recommendations  firom 
HEWs  Zbro  Based  Review  of  Federal 
Planning  Requirements  Study  (ZBR)  and 
Regulations  Reform  Project  (RRP)  are 
induded  as  reforms  in  tiiese  regulations. 

The  EDGAR  implements  the  general 
State  application  for  State-adniinistered 
programs  where  funds  flow  through 
State  educational  agendes  to  local 
educational  agendes.  The  EDGAR  also 
implements  the  local  educational  agency 
general  application,  used  under  the 
State-administered  programs.  These  , 
general  applications,  u^ch  were 
authorized  by  the  Education 
Amendments  of  1978,  will  reduce 
paperworic  by  States  and  by  local 
educational  agendes  since  they  will 
replace  assurances  and  provisions 
previously  required  in  each  plan  or 
application  submitted  each  year.  Also 
implemented  as  a  result  of  the 
recommendations  of  both  studies  is  the 
three-year  State  application  under  die 
State-administered  programs.  This 


diree-year  application  will  replace 
annual  State  plans  and  applications. 

This  should  r^uce  paperwoik 
considerably. 

The  EDGAR  implements  the  RRP 
recommendation  to  eliminate  the  State 
attorney  general  certification  previously 
required  under  most  State-administered 
programs.  The  previous  requirement 
was  for  two  sets  of  certifications,  one 
from  the  State  agency  and  one  from  the 
State  attorney  generd.  One  set  of 
necessary  certifications  would  now  be 
accepted  firom  the  agency  submitting  the 
plan.  The  EDGAR  alro  follows  the  RRP 
recommendation  in  consolidating 
existing  regulations  on  children  enrolled 
in  private  schools.  ^ 

VL  Burden  Reduction  \ 

These  proposed  regulations  would  | 

consolidate  more  than  one  thousand  i 

separate  program  regulations  and 
definitions,  many  with  differing  | 

requirements,  into  one  set  of 
requirements,  written  in  much  simpler 
language.  The  amount  of  time  spent  by 
applicants  and  grantees  in  reading 
relations  will  be  reduced 
substantially. 

In  addition  to  the  reforms  dted  as  a 
result  of  some  of  the  2SR  and  RRP 
recommendations,  a  number  of  other 
EDGAR  provisions  should  result  in 
burden  reduction. 

The  EDGAR  requires  a  general 
assurance  in  an  application  under  a 
direct  grant  program  that  the  applicant. 

If  awarded  a  grant  will  comply  with 
applicable  statutes  and  regulations.  This 
assurance  will  be  used  as  a  basis  for 
eliminating  more  specific  assurances 
required  by  program  regulations  and 
program  statutes.  The  result  will  be 
reduced  paperwork  in  applying  for  an 
Education  Division  grant 

The  EDGAR  includes  a  requirement 
for  direct  grant  programs  that  the 
application  must  indude  information 
t^t  responds  to  the  selection  criteria 
under  the  program.  This  will  be  used  as 
a  basis  for  eliminating  duplicative 
program  regulations. 

Ifre  EDGAR  indudes  a  set  of  generat 
weighted  selection  criteria.  In  addition 
to  eliminating  a  large  number  of  varying 
regulations,  &e  EDGAR  criteria  prodde 
a  uniform  base  for  awarding 
discretionary  grants.  Regar^ess  of  the 
number  of  programs  an  applicant 
applies  under,  the  applicant  can  be 
fairiy  confident  that  Ae  grants 
management  aspects  of  its  projed  will 
be  judged  on  the  same  basis  firom 
program  to  program.  For  that  type  of 
applicant,  the  EDGAR  criteria  save 
considerable  time  in  formulating  a  plan 
of  operation,  staff  qualifications,  budget 
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evaluation  plan,  and  resources.  Also,  a 
successful  grantee  will  be  able  to  rely  to 
a  degree  on  its  basic  management 
approadi  if  it  applies  again  since  at 
least  some  of  the  same  standards  will 
apply. 

Other  dianges  which  should  result  in 
additional  bi^en  reduction  include: 

— Expanded  use  of  pre-applications 
and  elimination  of  time  and  costs  of 
preparing  full  applications  for  ineligible 
projects 

— Reduction  of  fiscal  and  performance 
reports  to  no  more  than  an  annual  basis. 

Vn.  Public  Participation 

The  Education  Division  will  hold 
public  hearings  and  workshops  on  these 
proposed  regulations  in  Washington, 
D.C,  and  in  each  of  the  10  regions. 

The  combined  workshop  and  public 
hearing  in  Washington,  D.C  will  serve 
.as  a  pilot  session.  It  will  enable 
participants  from  State  agencies,  local 
educational  agencies,  community 
agencies,  postsecondary  institutions, 
educational  organizations,  private 
schools  and  colleges,  and  other 
interested  parties  to  become  familiar 
with  EDGAR. 

During  the  morning  participants  %vill 
be  divided  into  groups  to  discuss  with 
the  Federal  ofiicials  who  drafted 
EDGAR  their  concerns  about  these 
proposed  regulations.  The  morning 
wori(shop  will  be  informative  and  will, 
also,  provide  an  opportunity  for 
participants  to  ask  questions  and  to 
exchange  ideas.  Attention  will  be  given 
to  helping  participants  formulate  their 
comments  for  the  more  formal  hearing  in 
the  afternoon  or  for  later  submission  of 
written  comments. 

At  the  Washington,  D.C  workshop 
and  public  hearing,  representative 
organizations  will  be  asked  to  contact 
their  affiliates  or  clients  and  assist  in 
obtaining  the  widest  possible 
attendance  at  the  regional  hearings.  The 
afternoon  session  will  be  a  formal 
hearing  to  receive  oral  comments. 

Each  of  the  10  regions  will  hold  a 
workshop  and  public  hearing  similar  to 
the  one  described  for  Washington. 

In  oral  comments  at  a  hearing  and  in 
written  comments  sent  to  the  EDGAR 
Task  Force,  each  commenter  should  (1) 
identify  specifically  that  section  of  the 
proposed  regulations  to  which 
comments  are  being  addressed;  (2) 
describe  his  or  her  concern  with  respect 
to  that  section;  and  (3)  recommend 
specific  action.  This  is  the  kind  of 
infonnation  that  the  Education  Division 
needs  in  order  to  give  maximum 
consideration  to  each  commenter’s 
concerns. 


Written  comments  received  in 
response  to  this  notice  will  be  available 
for  public  inspection,  both  during  and 
after  the  comment  period,  at  the  EDGAR 
Task  Fmce  office.  Room  508,  Reporters 
Building,  7th  and  D  Streets,  SW., 
Mondays  through  Fridays  between  S.'OO 
a.m.  and  4:00  pjn.,  except  Federal 
holidays. 

Dated:  February  16, 1079. 

MHjrF.BMiT, 

Stcmlaryfor  Education. 

Dated:  February  13. 1979. 

BiiwlL.aif. 

us.  CoauniMwmaraf  Edooatioa. 

Dated:  February  16. 1979. 
PrtrickAntuCwfc—. 

Ditoalor  of  tko  Motiamil  bmlilulo  of  Education. 

Dated:  February  16, 1979. 

LMKlBcha, 

Director  of  the  Inetitote  afhhneum  Sereicet. 

Approved:  April  18, 1979. 

A.  CaMaa*.  |b. 

Seerelary  of  HeoJth,  Eduoouoa,  and  Wetfare. 

Introduction  to  Regulations  of  the 
Educadon  Division 

/.  Wbat  can  I  Leant  from  this 
Introduotion? 

In  this  introduction,  you  will  find 
information  that  will  help  you  answer 
the  following  questions; 

•  What  is  the  Education  Division? 

•  What  kinds  of  Federal  programs  of 
assistance  does  the  Education  Division 
administer? 

•  What  Education  Division  regulations 
apply  to  these  programs? 

•  How  do  I  use  Education  Division 
regulations? 

•  What  steps  should  I  take  to  apply 
for  assistance  under  an  Education 
IMvision  program? 

n.  What  is  the  Education  Division? 

•  The  Education  Division  is  an  agency 
in  the  U.S.  Department  of  Health, 
Education,  and  Welfare. 

•  The  Education  Division  includes 
four  parts: 

— Tbe  Office  of  the  Assistant 
Secretary  for  Education  (including  the 
National  Genter  for  Education 
Statistics): 

— ^The  United  States  Office  of 
Education; 

— ^The  Institute  of  Museum  Services; 
and 

— ^The  National  Institute  of  Education. 

•  Each  of  these  Offices  and  Institutes 
administers  Federal  programs  of 
assistance. 


m.  What  Kinds  of  Federal  Programs  (rf 
Assistance  Does  the  Education  IMvision 
Administer? 

•  The  Education  Division  provides 
assistance  under  two  kinds  of  programs: 

— Student  financial  assistance 
programs;  and 

— Grant  programs. 

•  Student  financial  assistance 
programs  include  guaranteed  loans, 
feUowdiips,  and  grants  for  individual 
students. 

•  Grant  programs  are  generally 
divided  into  two  kinds: 

— State-administered  programs;  and 

— Direct  grant  programs. 

•  Under  a  State-administered 
program,  each  State  is  entitled  to 
receive  funds,  and,  depending  on  the 
requirements  of  the  program  statute, 
either  uses  the  funds  itself  or  makes 
subgrants  to  eligible  agencies, 
organizations,  and  institutions. 

•  Under  a  direct  grant  program,  the 
Education  Division  makes  grants 
directly  to  eligible  agencies, 
organizations,  and  institutions,  and 
(under  a  few  programs)  individuals. 
Subgrants  are  not  authorized. 

IV.  What  Federal  Regulations  Apply  to 
These  Programs? 

•  The  Education  Division  publishes  its 
regulations  in  the  Federal  RMistet,  and 
cc^ifies  the  regulations  in  HUe  45  of  the 
Code  of  Federal  Regulations  (45  CFR). 
There  is  usually  a  regulation  for  each 
Federal  program  of  assistance.  For 
example,  regulations  for  the  Guaranteed 
Student  Loan  Program  of  the  Office  of 
Education  are  located  in  Part  177  of  Title 
45  (45  CFR  Part  177). 

•  In  addition  to  these  program 
regulations,  there  are  genei^ 
relations  that  apply  to  certain 
categories  of  programs: 

—Certain  student  financial  assistance 
programs  are  subject  to  general 
regulations  in  45  CFR  Part  168. 

— Grant  programs  are  subject  to  tbe 
Education  Division  General 
Administrative  Regulations  (EDGAR)  in 
45  CFR  Parts  lOOa  and  100b.  Part  100a 
applies  to  direct  grant  programs.  Part 
100b  applies  to  State-administered 
programs. 

— ^All  programs  are  subject  to  the 
general  definitions  in  Part  100c  of  the 
EDGAR.  ■ 
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To  apply  aader  a  direct  fraat  profraa,  coander  sMBf  tke  slept 
seffested  ia  tke  followbf  ckart: 


Fbr  general  information 
about  Education  Division 
programs,  use  the  following 
telephone  nunberst 
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V.  How  Do  I  Use  Education  Division 
Regulations? 

•  Each  regulation  has  a  table  of 
contents  in  the  front  of  the  regulation. 
The  table  of  contents  lists  all  of  the 
headings  used  in  the  regulation. 

•  There  will  be  a  subject  index  for 
EDGAR  in  the  final  rule.  The  index  will 
list,  in  alphabetical  order,  the  subjects 
covered  in  EDGAR  and  in  45  CFR  Part 
74,  MEW’S  general  grant  administration 
regulations.  The  in^x  will  be  located  in 
Appendix  A. 

•  To  have  a  set  of  requirements  that 
apply  to  a  program,  you  need  a  copy  of: 

— ^The  program  statute; 

— ^The  program  regulations; 

—The  EDGAR  and  45  CFR  Part  74  (for 
a  grant  program); 

— ^The  application  notice  that  the 
Education  Division  publishes  in  the 
Federal  Register  ea^  year  (for  a  direct 
grant  program  under  which  grants  are 
awarded  competitively); 

—45  CFR  Part  168  (for  a  student 
financial  assistance  program). 

VL  What  Steps  Should  I  Take  if  I  Want 
To  Apply  for  Assistance  Under  an 
Education  Division  Program? 

•  For  general  information  about 
student  financial  assistance,  talk  to  a 
student  financial  aid  officer  at  your  local 
college  or  university,  or  write  to  the 
following  address: 

Bureau  of  Student  Financial  Assistance,  U.S. 

Office  of  Education,  400  Maryland  Avenue, 

SW.,  Washington.  D.C  20202. 

•  For  general  information  about 
applying  to  your  State  for  a  subgrant 
under  a  State-administered  program, 
contact  yotir  State  department  of 
education  or  other  State  agency  that 
administers  the  program. 

•  For  general  information  about  a 
direct  grant  program  of  the  Office  of  the 
Assistant  Secretary  for  Education,  call 
(202)  245-7681. 

•  To  find  out  about  programs 
administered  by  the  National  Institute  of 
Education,  call  (202)  254-5800. 

•  To  find  out  about  programs 
administered  by  the  Office  of  Education, 
call  (202)  246-8387. 

•  To  find  out  about  programs 
administered  by  the  Institute  of  Museum 
Services,  call  (202)  245-6753. 

■  It  is  proposed  that  45  CFR  be 
amended  by:  (1)  Deleting  Parts  100  and 
lOOd  and  (2)  Revising  Parts  100a,  lOOb, 
and  lOOc  as  follows: 


Subch^ter  A— Eifocation  Division  General 
Administrative  Regulations 

PART  100— [DELETED] 

PART  100A— DIRECT  GRANT 
PROGRAMS 

Subpart  A— Gensrel 

Regulatfons  That  Apply  to  Direct  Grant 

Programs 

Sec. 

lOOa.1  Programs  to  which  Part  100a  applies. 
lOOa.2  Exceptions  in  program  regulations  to 
Part  100a. 

lOOa.3  HEW  general  grant  regulations  apply 
to  these  programs. 

lOOa.4  Education  Division  contracts. 

Eligibility  for  a  Grant 

100a.50  How  to  find  out  whether  you  are 
eligible. 

100a.Sl  How  to  prove  nonprofit  status. 

Subpart  B— [Reserved] 

Subpart  C— How  To  Apply  for  a  Grant 
The  AppliGalion  Notice 

lOOa.100  PubHcafion  of  an  appHcafion 
DoUce:  content  of  the  notice. 
lOOa.lOl  Information  in  the  application 
notice  that  helps  an  applicant  apply. 
lOOa.102  Deadline  date  for  applications. 
1008.103  Deadline  date  for  preapplications. 
lOOa.104  Applicants  most  meet  procedural 
rules. 

Application  Contents 
100a.l07  Appbcation  content:  Purpose  of 
|{  100a.10B-100a.lia 

lOOa.106  Address  each  selection  criterion. 
lOOa.109  Assure  compliance  with 
appn^ate  requirements  of  law. 
lOOa.110  Describe  the  project 
lOOa.lll  Include  a  timeline. 
lOOa.112  Describe  key  personnel. 
lOOa.113  Describe  the  resources. 
lOOa.114  Describe  the  evaluation  plan. 
lOOa.115  Demonstrate  capability;  include 
evaluation  of  completed  project. 

100a.lie  Changes  to  application;  number  of 
copies. 

lOOa.117  Information  needed  if  applicant 
proposes  a  multi-year  project. 
lOOa.118  How  to  apply  for  funds  to  continue 
a  project 

Separate  AppUcaticms — ^Alternate  Programs 

lOOa.125  Submit  a  separate  application  to 
each  program. 

lOOa.126  How  to  seek  funding  fit>m  more 
than  one  program. 

More  Than  One  Eligible  Party  Can  |oin  in  an 
Applioation 

lOOa.127  Eligible  parties  may  apply  as  a 
group. 

lOOa.126  Who  aote  as  applicant;  the  group 
agreement 

lOOa.128  Legal  responsibilities  of  each 
member  at  the  groig>. 

PreapidioatiaiM 

lOOa.180  ConafderatkMi  of  a  preapplication. 


lOOa.131  The  effect  of  not  submitting  a 
preapplication. 

100a  .132  Result  of  a  preapplication. 
lOOa.133  The  basis  for  the  preapplication 
decision. 

Open  Meeting  Certification  Under  Certain 
ESEA  Programs 

lOOa.136  Open  meetings:  Purpose  of 
II  100a.139-100a.141. 

lOOe.139  The  local  educational  agency  shall 
hold  an  open  meeting. 
lOOa.140  Give  notice  of  the  open  meeting; 

make  information  available. 
lOOa.141  Certify  that  open  meeting  was 
held. 

State  Review  Procedures 

lOOa.150  Review  procedure  if  State  must 
approve  applications:  Purpose  of 
II  100a.lSl-100a.153. 

lOOa.151  When  an  applicant  must  submit  its 
application  to  the  State:  proof  of 
submission. 

lOOa.152  The  State  reviews  each  . 
application. 

lOOa.153  Deadlines  for  State  approval. 
100a.lS4  Effect  of  State  approval;  failure  to 
approve. 

lOOa.155  Review  procedure  if  State  may 
comment  on  applications:  Purpose  of 
II  lOOa.lSO-lOOa.lsa 

lOOa.156  When  an  applicant  must  submit  its 
application  to  the  State;  proof  of 
submission. 

lOOa.157  The  State  reviews  each 
application.  - 

lOOa.158  Deadlines  for  State  comments. 
100a.lS9  Effect  of  State  comments  or  failure 
to  comment 

lOOa.160  Procedure  for  State  approval  of  or 
comment  on  preapplications. 

OMB  Circular  A-95  Claaringhouse 
Procedures 

lOOa.170  Clearinghouse  procedures;  Purpose 
of  II  100a.17B-100a.173. 
lOOa.171  Notify  the  appropriate 
clearinghouses. 

lOOa.172  Applicant  shall  show  compliance 
with  A-95  procedures. 

1008.173  The  effect  of  not  complying  with 
Part  1  of  OMB  Circular  A-B5. 

Subpart  O— How  Grants  Ara  Made 
Selection  of  New  Projects 
lOOa.200  How  new  projects  are  selected. 
lOOa.201  How  to  use  the  selection  criteria. 
lOOa.^  Selection  criterion — plan  of 
operation. 

lOOa.203  Selection  crtterion — quality  of  key 
personnel. 

lOOa.204  Selection  criterion — budget  and 
cost  effectiveness. 

100a  Ji05  Selection  criterion — evaluation 
plan. 

100a.20S  SeleotioB  oritsrion — adequacy  of 
resources. 

Selecboa  Procedures 

100a.21S  How  the  Ednostion  Division 
selects  a  new  project:  Peipose  of 
II  100a.216-100a.221. 
lOOa.216  Returning  an  apphoBtkm  to  the 
applicant 
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1008^7  How  the  Education  Division 
reviews  an  application. 
lOOa^S  How  the  Education  Division 
•elects  new  profects. 
lOOa.219  A  project  can  be  selected  for 
funding  without  competition. 
lOOa.220  Procedures  the  Education  Division 
uses  under  S  100a.219(a). 
lOOa.221  Procedures  the  Education  Division 
uses  under  { 100a.219(b). 

Prooedurea  To  Make  a  Grant 

100aJ230  How  the  Education  Division  makes 
a  grant  Purpose  of  SS  100a.231-100a.236. 
lOOa.231  Additional  budget  information. 
lOOa.232  The  cost  analysis;  basis  for  grant 
amount 

lOOa.233  Setting  the  amount  of  the  grant 
100aJZ34  The  conditions  of  the  grant 
lOOa.235  The  notification  of  grant  award. 
lOOa.236  Effect  of  the  grant 

Approval  of  Multi-Year  Projects 
lOOa.250  Project  period  can  be  longer  than 
one  year. 

lOOa.291  The  budget  period. 

Continuation  Awards  and  Extension  of  a 
Project 

lOOa.253  Continuation  of  a  multi-year 
project  after  the  first  budget  period. 
lOOa.254  Extension  of  a  project  period. 

Miscellaneous 

lOOa.280  Allotments  and  reallotments. 

Subpan  E— What  Conditions  Must  Be  Met 
by  aOrantae? 

Nondiscrimination 

lOOa.500  Federal  statutes  and  regulations  on 
nondiscrimination. 

Project  Staff 

lOOa.510  Use  of  a  project  director. 
lOOaJill  Waiver  of  requirement  for  a  full¬ 
time  projeol  director. 

100a  J15  Qualifications  of  project  staff. 
lOOa.516  Inservice  training  for  project  staff. 
lOOa.517  Use  of  consultants. 
lOOa.518  Compensation  of  consultants — 
employees  of  institutions  of  higher 
education. 

lOOa.519  Changes  in  key  staff  members. 
100a.520  Minimum  wage  rates. 
lOOa.521  Dual  compensation  of  staff. 

Conflict  of  Interest 

lOOa.524  Conflict  of  interest:  Purpose  of 
9  IOOb.525. 

lOOe.525  Conflict  of  interest — participation 
in  a  project 

Allowable  Costs 

lOOa.530  General  cost  principles. 
lOOa.531  Limit  on  total  cost  of  a  project. 
lOOa.532  Use  of  funds  for  religion 
prohibited. 

lOOa.533  Acquisition  of  real  property: 

'  construction. 

lOOa.534  Foreign  travel. 

■  lOOa.535  Training  grants — automatic 
I  increases  for  additional  dependents. 

,  Indirect  Cost  Rates 
lOOa.560  General  indirect  cost  rates; 

I  exceptions. 

I 

1 


lOOa.561  Approval  of  indirect  cost  rates. 
lOOa.662  Indirect  cost  rates  for  educational 
training  projects. 

lOOa.563  Restricted  indirect  cost  rate- 
programs  covered. 

lOOaJMM  Restricted  indirect  cost  rata — 
formula. 

100a.56S  Administrative  diaige. 

100a.56e  Fixed  charges. 
lOQa.667  Other  expenditures. 

100a  Ji68  Using  the  restricted  indirect  cost 
rate. 

CoonBnatioo 

lOOaAOO  Coordination  with  other  activities. 
lOOa.581  Methods  of  coordination. 

Evaluation 

lOOa.590  Evaluation  by  the  grantee. 
lOOaJOl  Fedwal  evaluation — cooperation 
by  the  grantee. 

100a.S02  Federal  evaluation— satisfying 
requirement  for  grantee  evaluation. 

Constructioa 

100a  JOO  Use  of  a  grant  for  construction: 

Purpose  of  91 100a.e01-ia0a.615. 
lOOaAOl  Ajq|>licant’s  assessment  of 
environmental  impact 
lOOa.602  Preservation  of  historic  sites  must 
be  described  in  the  application. 
lOOa.603  Grantee’s  title  to  site. 

100a.e04  Availability  of  cost-sharing  funds. 
lOOa.eoS  Beginning  the  construction. 
I00a.e0e  Completing  the  construction. 
100a.007  General  considerations  in 
designing  facilities  and  carrying  out 
constructiQn. 

100a.eoe  Areas  in  the  facilities  for  cultural 
activittea. 

1008.600  Comply  with  safety  and  health 
standards. 

lOOajBlO  Access  by  the  handicapped. 
lOOa.611  Avoidance  of  flood  hazards. 
lOOa.612  Supervision  and  inspection  by  the 
grantee. 

100a4n3  Relocation  assistance  by  the 
grantee. 

lOOa.614  Grantee  must  have  operational 
fund* 

100a.eiS  Operation  and  maintenance  by  the 
grantee. 

Equipment  and  Supplies 

lOOa.eie  Charges  for  use  of  equipment  or 
supplies. 

PubBcatioiis  and  Copyrights 

lOOa.620  General  conditions  on  publication. 
100a.e21  Copyright  policy  for  grantees  and 
contractors. 

1008.622  Definition  of  "project  materials.” 
Inventioiu  and  Patents 
lOOa.625  Invention  and  patent  policy. 
10ea.62e  Show  Federal  support;  give  papers 
to  vest  title. 

Other  Requhements  for  Certain  Projects 

lOOa.680  Participation  of  children  enrolled 
in  private  schoois. 

lOOa.681  Indian  Seif-Determination  and 
Education  Assistance  Act 
lOOa.682  Protection  of  human  research 
subjects. 

lOOa.683  Treatment  of  animals. 


1008.604  Health  or  safety  standards  for 
facilities. 

lOOa.685  Day  care  services. 

Subpart  F— What  Ara  ttw  Administrativa 
RasponaMItlaa  of  a  Grantaa? 

General  Administrativa  Re^wPsibiHties 
lOOa.700  Compliance  with  statutes, 
regiilations,  and  applications. 
lOOa.701  The  grantee  administers  or 
supervises  the  project 

lOOa.702  Fiscal  control  and  fund  accounting 
procedures. 

lOOa.703  Obligation  of  funds  during  the 
grut  period. 

lOOa.707  When  obligations  are  made. 
lOOa.TOe  Prohibition  of  subgrants. 

Reports 

lOOa.720  Financial  and  performance  reports. 
Itecorda 

lOOa.730  Recmds  related  to  grant  funds. 
lOOa.731  Records  related  to  compliance. 
lOOa.732  Records  related  to  performanoa. 
lOOa.733  Records  related  to  State  approval 
of  applications. 

lOOa.734  Record  retention  period. 

Privacy 

lOOa.740  Protection  of  and  accessibility  to 
student  records. 

lOOa.741  Protection  of  students*  privacy  in 
research  and  testing. 

Data  Collectfim  by  a  Grantee 
lOOa.750  Approvri  by  the  Education 
Division. 

lOOa.751  Procedures  if  approvai  is  required. 
lOOa.752  Responsibility  for  data  collection. 
lOOa.753  Confidentiality  of  response. 
lOOa.754  Exoeption  from  coverage. 
lOOa.756  DafinitkHis  used  in  99  1008.750- 
lOOa.753. 

Subpart  G— What  Procaduras  Does  the 
Education  OlvWon  Use  To  Get 
Compliance? 

100a.900  Waiver  of  regulations  prohibited. 
lOOa.901  Suspension  and  termination. 
100aJ02  Informal  procedures.  -  ' 

lOOa.903  Effective  date  of  termination. 

Authority:  Sec.  406(aHl)  of  Pub.  L.  90-247, 
as  amended,  88  Stat  55a  560  (20  U.8.C 
1221e-3(a)(l),  unless  otherwise  noted. 

PART  100a— DIRECT  GRANT 
PROGRAMS 

Subpart  A— General 

Regulations  That  Apply  lo  IMrect  Grant 
Programs 

9  IOOa.1  Proqrams  to  which  Part  100a 
applies. 

The  regulations  in  Part  100a  apply  to 
grants  under  the  programs  of  the 
Education  Division  that  are  listed  in  the 
following  table.  In  addition  to  the  name 
of  the  program,  the  table  gives  the 
statute  that  authorizes  the  program,  the 
regulations  that  implement  the  program, 
and  the  niunber  that  the  Catalog  of 
Federal  Domestic  Assistance  (CFDA) 
gives  to  the  program. 

(20U.S.Cl221e-3(aMl)) 
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Nameoipnvani*  Authorizing  (tatm*  »niptemon«ino  CFDA  number 

regulallone 


L  Office  of  the  Assistant  Seoretarv  foa  Education  * 

Fund  tor  the  kivrovement  ot  Postaecondery  Education . .  Section  404  of  the  Qeneral  Education  Prwrieione  Ac*  Part  1501 -  13.825. 

(20  U.S.C.  1221d). 

C^MClty  Bidding  for  Staiiatical  ActMOes  In  State  Educational  Section  406  ot  the  General  Education  Provialona  Act  Part  164  . . . . .  13.82^ 

Agancias  ’  (20  U5.C.  1221-1).  ' 

N.  National  StSTmiTE  of  Education 

Progrwiw  ot  (he  National  InaMule  ot  Education . . .  Section  405  of  the  (3aneral  Education  ProvMons  Act  Parta  1430,  1450,  1451,  1400,  147a  13.950. 

(20  uac.  1221e).  1480.  and  1490. 

M.  Institute  of  Museum  Semvices 

Muaeum  Services  (digram . . .  -  .  Section  206  ot  the  Museum  Servioea  Act  (20  ua£.  Part  06..i. . -  13.923. 

965) 

IV.  Office  of  Education 

A  GENERAL  PROORAMS  ' 

Program  Ptanrang  and  Evakialion . . . .  Section  416  ot  the  (leneral  Education  Provtalona  Act  Part  107 .  . . .  None. 

(20  U.S.C.  1226b). 

National  Ditfuaion  Networii . . . .  Section  422(a)  ot  the  (jeneral  Education  Provisions  Part  193 .  . .  None. 

Act  (20  U.&C.  1231a(a)). 


9.  ELEMENTARV  ANO  SECONDARY  EDUCATION  PROGRAMS  , 

AasMtMwe  for  School  Conetnidlon  m  Areas  Atlectad  by  Pubfic  Law  81-615,  except  section  16  (20  U.S.C.  Pw1114 . . . . . . . . .  13.477, 

Federal  Activities.  631-645, 647). 

Handkasiped  Chadrsn  wid  ChUren  wNh  SpecMc  Lawnlng  Section  3(d)(2MC)  of  Public  Law  81-674  (20  U.S.a  Pwt  115,  Subpart  H . .  13.47a 

Disabilities.  ,  236). 

Entitiements  Related  to  Low4^  Pubic  Housing _  Section  5(e)(3)  of  Pubic  Law  61-874  (20  U.S.C.  240).  Part  115,  Subpart  I _  13.47a 

School  Constniction  Assistanoe  In  Cases  ot  Certain  Disast-  Section  16  of  Pubic  Law  81-615  (20  US.C.  646) _  Part  112 _ _ _ _ _ _  13.477, 

era. 

Assotanoe  for  Currem  School  Expenditures  in  Cases  of  Car-  Section  7  of  Pubic  Law  81-674  (20  U.S.C.  241-1)__  Part  113 . . . . . 

tain  Disastera 

Coordination  of  Migrant  Education — _  Section  143  of  the  Elementary  and  Secondary  Educa-  None _ _ _ _ _ 

tion  Act  (20  U.S.C.  2783). 

Transition  of  Neglected  or  Deirxiuant  Chidran - Section  153  of  the  Elementary  and  Seconday  Educa-  None . . . . . 

tion  Act  (20  U.S.C.  2783). 

Basic  amis  Improvement— National  Pro(yam -  Title  N-A  of  the  Elementary  and  Secondary  Education  None . . .  -  -  . . 

Act  (20  U.S.C.  2881-2800). 

Basic  SkMs  Improvement— State  Leadership  Program  Section  224  of  the  Elementvy  and  Seconday  Educa-  None . . . 

tion  Act  (20  U.S.C.  2004). 

Speda  Programs  lor  Improving  Basic  SUIs - - - -  TWe  »-C  of  the  Elementary  aid  Seoonday  Education  None . . . . 

Act  (20  U.aC.  2911-2912). 

Special  Protects . . . . . . . .  Title  Hl-A  of  the  Elementary  and  Secondary  Educa-  None . . .  ■  -  . 

tion  Act  (20  U.S.C.  2941-2043). 

Metric  Ertocatlon . . . . . .  TWe  Ml-B  of  the  Elementary  and  Secondary  Educa-  None . . . . 

tion  Act  (20  U.S.C.  2951-2954). 

Arts  in  EArcation  . . . . . . .  Tide  lll-C  of  the  Elementary  and  Secondary  Educa-  ,  . . 

tion  Act  (20  U.&C.  2961-2963). 

Preschool  Patnersfxp - — . - . .  Ttlle  lll-O  of  the  Elementary  and  Secondary  Educa-  None . . . . — . . 

tion  Act  (20  U.S.C.  2971). 

Consumer  Education . . : . . . Tide  lll-E  of  the  Elementary  aid  Seconday  Educa-  None.., . . 

don  Act  (20  U.aC.  2961-2906). 

Votrih  Employment . . . . — . .  Trde  lll-F  of  the  Elementary  arid  Secondary  Educa-  None . . . . . 

don  Act  (20  U.S.C.  2991-2992). 

Law-reiated  Education - -  Tide  Nl-Q  of  the  Elementay  aid  Seoonday  Educa-  None _ _ _ _ _ 

don  Act  (20  U.S.C.  3001-3003). 

Environmental  Education . . . . .  Tide  IH-H  of  the  Elementary  and  Secondary  Educa-  Nona . . . 

don  Act  (20  U.S.C.  3011-3018). 

Health  Education . . . . . .  Tide  Ht-I  of  the  Elementary  and  Secondary  Education  None . . . 

Act  (20  U.S.C.  3021-3024). 

Correction  EArcadon..^ . . . . .  Tide  lll-J  of  the  Elementary  and  Secondary  Education  None . . .  .  . . 

Act  (20  UJ5.C.  3031-3034). 

Oiseeminalioo  of  hifonnadon . .  Tide  Ml-K  of  the  Elementary  and  Secondary  Educa-  None . . . . — . 

don  Act  (20  U.S.C.  3041). 

Biomedical  Screnoes . - . — .  Tide  Id-L  of  the  Elementaiy  and  Secondary  Educa-  None .  .-  . ^ 

don  Act  (20  U.S.C.  3051-3057). 
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N«iw  ol  program* 


Popuiatiort  Education . . 

Federal  Finartcial  Asaiatanoe  for  Strenglherting  State  Oepart- 
ments  of  EducatorvSpedal  Project  Grants. 
Compreftensivo  Educational  PUnning  and  Evaluation . 

Bilinguol  Education . 

Financial  Assistance  for  Demorrstration  Projects  for  Reducing 
School  Dropouts. 

Grants  for  Demonstration  Projects  to  Improve  School  Health 
and  Nutrition  Services  for  Children  from  Low-lnoome 
FarrSlies. 

CorranunHy  Education  Programs . . . 

Gifted  and  Talented  ChiWran . . . 

Educational  Profidoncy  Standards . . . 

Women's  Educational  Equity . .  •  - . .r, . . . 

Sale  Schools . - . . . 

Follow  Through  Program . . 

GuKlance  and  Counseling . - 


Authorizing  statute  Implementing 


TWe  ItHK  of  the  Elementary  and  Secondary  Educa-  None . . .  None. 

tion  Act  (20  U.&C.  3001-3062). 

Section  SOS  of  the  Elementary  and  Secondary  Educa-  119 . . . . .  None. 

Son  Act  (as  In  offset  Sept  30, 1978). 


Education  Act  (as  in  effect  Sepl  30, 1978). 

TMe  VN  of  the  Elementary  and  Secondary  Education  Part  123  ..... . .  13.403. 

Act  (20  U.S.C.  3221-3261). 

Sectian  807  of  the  Elementary  and  Secondary  Educa-  Part  124 . . . . .  None. 

Son  Act  (as  In  effset  Sept.  30, 1978).  • 

Section  808  of  Ota  EtemsnUry  and  Secondary  Educa-  Part  127 . . .  Nona. 

Oon  Act  (as  m  effect  Sepi  30, 1978). 

SecOons  809-613  of  9te  Elemenlary  and  Secondary  None - - — .... - - - Norm. 

Education  Act  (20  U.S.C  3209-3293). 

Section  90S  of  the  Elementary  and  Secondary  Educa-  None . . None. 

tkm  Act  (20  U.8wC.  3316L 

TWe  0(-B  of  the  Etemerrtary  and  Secorxiary  Educa-  None - - -  None. 

Hon  Act  (20  LI.SXX  3331-3332). 

TWe  OC-C  of  the  Elemsniary  and  Secondary  Educa-  None — . . . .......— —  NonSL 

Son  Act  (20  U.aXl  3341-3346). 

TWe  IX-D  of  the  Elementary  and  Secondary  Educa-  None.._ . . . .  Nona. 

Son  Act  (20  UAC  3361-3354). 

SecSona  981-666  of  the  Community  Servioos  Act  of  Part  1S6  _ — . — -  13.433. 

1974  (20  USX.  2929-29290). 

TWe  16-0  of  6w  EducaSon  Amendments  of  1976  (20  Part  191 - -  13.S77. 

U.Sw&  2631-2634). 


CFOAnumbar 


C.  EDUCATION  OF  THE  HANOrCAFPEO  rmoONASIO 


Regional  Resource  Ceniars . . . . . 

Centers  and  Sendees  for  Oeaf-BSnd  Children _ _ _ .... 

Ewiy  Education  for  Handksapped  Chidren . . 

Severely  Handicapped  Children . . . . 

AuxIMary  Activities . . . 

Training  PersonnsI  lor  the  Educalon  of  the  Han(9capi>ed«;- 
Recrultmsnt  of  Persorvrel  and  DisseminaSon  of  Information  . 

Research  in  Sre  EducaSon  of  the  tlandlciWPSi^ . 

IneSucSonal  Media  for  the  Handfcapped . . . . 

Regionel  EducaSon  Programs  for  Handicapped  Persona 
Removal  of  Architectural  Barriers  to  the  Handicapped.....—. 


Section  621  of  the  EducaSoA  of  the  HamScwiped  Act  Pwt  I2lb - 1 - 13.4S0 

(20  U.&C.  1421). 

Section  622  Of  the  Education  of  the  Handkjpped  Act  Part  121c  — . . . .  13.446 

(20  UAC  1422). 

Section  623  Of  the  Education  of  the  Handkapped  Act  Part  12ld - 13.444 

(20  UAC.  1423). 

Section  624  of  the  EducaSon  of  Via  Handkapped  Act  Nona . . . . .  13.568 

(20  UAC  1424)i 

SecSon  624  of  Ste  EducaSon  of  6ts  Handkappod  Act  Part  121e . . - - -  None. 

(20  U&C.  1424). 

SecSona  631,  632.  and  634  of  the  Education  of  «ie  Part  121( . . . . . 13.451. 

Hendkapped  Act  (20  uac  1431. 1432, 1434). 

SecSon  633  of  the  Education  of  Iho  Handkappod  Act  Part  121g -  13.452. 

(20  U.&&  143^  . 

Part  E  of  tfie  EducaSon  of  tha  Handkappod  Act  (20  Part  121h -  13.443. 

U.a&  1441-1444). 

Pwt  F  Of  »ie  EducaSon  of  tha  Handkappod  Act  (20  Part  1211 -  13.446. 

U.&().  1461-1464). 

SecSona  625-627  of  the  EducaSon  of  tie  HandF  Part  12lli — . .  13.560. 

capped  Act  (20  UaX.  1424e-14a^ 

SecSon  607  of  the  EducaSon  of  tha  Handkapped  Act  None — . . . None. 

(20  O&XX  1406). 


a  OOOUPAT10NM.  ANP  ADULT  EDUCATION  l>rKMnAIM 


Commissioner's  OisaeSonary  Programs  of  Vocational  Educa¬ 
Son. 

Career  EducatiorvModel  Programa . . . - 

Career  Education  hiformaSon  Program . 

Adult  Education  Programs...— . . . . 


TWa  t-e  and  Section  l03(aM1)(B)  of  tie  Vocational  Part  105 . . . ia49e.  13.566, 13666.  iaS87,  and 

Eduoaton  Act  (20  U.8.C.  2301-2461).  13666. 

Section  10  of  tie  Career  EducaSon  Sioenlive  Act  (20  None . — . . .  None. 

U.aC  2609). 

Section  11  of  tie  Career  Educalon  kteenSve  Act  (20  None . . — — - -  None. 

UAC.  2610). 

Sectkms  309  and  318  of  tha  Adult  Education  Act  (20  None . . . . .  Nona. 

U.a&  1207a  and  121 IG). 


t.  HWMER  EDUCATION  HtOOnAMS 


Colege  Ubraiy  Resources  Program . . . .  TiSe  ll-A  of  the  Hlj^ier  Education  Act  (20  U.S.C. 

1021-102^. 

(Srants  for  Training  in  Ubrarianahipii.-.. . . .  SecSon  222  of  tie  Highor  Educalon  Act  (20  U.S& 

10^1-1033^ 

Ubrary  Research  and  OamonstaSon . Section  223  of  tw  fl||^  Education  Act  (20  U.S.C 

1034). 

SSengthening  Research  Library  Resources .  TWe  6^  of  tw  Higbar  Education  Act  (20  U.&C 

1041-1046). 

Modem  Foreign  Language  and  Area  Studies  (except  Foreign  TWa  VI  of  tie  NaSonal  Dofense  EducaSon  Act 
Language  and  Area  Stuilao  Falowahipe— See  Part  (except  aeclons  51 1(b)  and  603). 

100c). 

Ht^iar  Crti»alon  Programa  kt  Modem  Foreign  Language  SecSon  102(bK6)  of  tie  Mutual  Educational  and  Cul- 
TraMno  and  Area  Studwa.  tural  Exchange  Act  (22  U.&a  24S2(b)(e). 

CWzen  Education  tor  CuNural  Undaratanding  Program .  Section  603  of  tie  National  Detense  Educalon  Act 

(20  U&.C  912a|. 

Educational  Opportunity  Cartsra - Sections  417A  and  417B  of  tie  Htghar  EducaSon  Act 

(20  UAC  lOTOd  and  lOTOd-l). 


Pmt  131  — . . 

Part  132—: _ 

P«t133 _ 

Part  136 _ 

Part  146  (exoapt  Subpart  D). 

Pwt  146 . . . . 

Part  146a—— _ 

Part  t*A 


13.40& 

13.466. 

13-47&  _ 

13.57& 

13.436  and  13.43& 

13.440. 

Nona.' 


1364a 
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Nflffw  00  (voQTifn 


Authorizing  Malulo 


htiplwTientlng  CFOA  numbar 


E  HtOHEM  EDUCATION  ANOOtUMS— Continued 


Up*r»d  Bound  Program . . . .  Soctlont  417A  and  417B  00  the  Higher  Education  Act 

(20  U.S.C.  1070d  and  I070d-1). 

Specirt  Services  lor  Disadvantaged  Students _ Sections  41 7A  and  41 7B  o«  the  Higher  Education  Act 

(20  U.S.C.  lOTOd  wrd  10700-1). 

Trient  Sewch  Progrwn . . . . .  Sections  417A  and  417B  o0  the  Higher  Education  Act 

(20  U.&C.  lOTOd  and  10700-1). 

Title  HI  ot  the  Higher  Education  Act  (20  U.S.C.  1051- 


Strenglhenng  Oevaioping  Institutions  Program . 

Tranng  lor  Higher  Education  Personnel . 

Financial  Assistanoe  for  Construction  of  Higher  Education 
Facilities  (except  Loans  for  Construction  of  AcadeirSc 
Facilities  and  Annual  Interest  (irants  for  Construction  of 
Academic  Facilities). 

fostrucbonal  Equipment  Grants  for  Institutions  of  Higher  Edu¬ 
cation. 

Fsiancial  Assistance  for  Community  Service  and  Continuing 
Education  Programs— Special  Programs  and  Proiects. 

Cooperative  Education  Programs . . . 

Veteran's  Cost-of-  Instruciton  Payments  to  Institutions  of 
Higher  Education. 

Public  Service  Education  Program — Public  Service  Institution¬ 
al  Grants 

Graduate  and  Professiorwl  Study  Institulional  (Srant . 

State  Postsecondary  Education  Commissions  Program— 
Inter.-state  Planning. 

Communrty  CoHeges .  . . 

Elhnc  Heritage  Studies  Program . . . 


1056). 

Section  533  of  the  Higher  Education  Act  (20  U.S.C. 
1li9a-1). 

Parts  A  and  B  of  Title  VN  of  the  Higher  Education  Act 
(20  U.S.C.  1132b-1). 


Title  VI  of  the  Higher  Education  Act  (20  U.S.C.  1121- 
1129). 

Section  106  of  the  Higher  Education  Act  (20  U.S.C. 
1005a). 

Title  VIII  of  the  Higher  Education  Act  (20  U.S.C. 
1133-1133b). 

Section  420  of  the  Higher  Education  Act  (20  U.S.C. 
li70e-1). 

Sections  001-904  of  the  Higher  Education  Act  (20 
U.S.C.  1134-1 134c). 

Sections  901-904  of  the  Higher  Education  Act  (20 
U.S.C.  1134-1 134b). 

Section  1203(c)  of  the  Higher  Educalton  Act  (20 
U.S.C.  1142b(c)). 

Title  )(  of  the  Higher  Education  Act  (20  U.S.C.  1135 
torough  1135C-1). 

TWe  tX-€  of.  the  Elementary  and  Secondary  Educa¬ 
tion  Act  (20  U.S.C  3361-3367). 


P»1155 .  13.492. 

Pari  157 .  13.482. 

Pari  159 .  13.488. 

Pari  169 .  13.454. 

Part  196 .  13.417. 

Part  170  (except  Subparts  0  and  E).._  13.455. 

P»1171 . 13.518. 

Ptot  173.  Subpart  C .  13.567. 

Part  182 . 13.510. 

Part  189 .  13.540. 

Pwl  194,  Subpart  A . . .  13J56. 

Part  179  (except  Subpart  C) .  13.580. 

None . . 13.550. 

None . . .  None. 

Pwt  184 .  13.549 


F.  OTHER  PROGRAMS 


Special  Protects  ...._ . . . 

Metnc  Education  Program . . . 

Program  tor  the  GHted  and  Talented . 

CommuriHy  Education  Program . . . 

Career  Education  Program  . . 

Consumer's  Education  Program,.__ _ _ _ _ _ _ 

Women's  Educational  Equity  Act  Pw'Hf— « 

Arts  Education  Program . 

National  Reading  Improvement  Program  (except  State  Read¬ 
ing  Improvement  Programs— See  Part  100b). 

National  Alcohol  and  Drug  Abuse  Prevention  Program . 

Financial  Ass«tance  tor  Environmental  Education  Protects _ 

Educatxmai  Broadcasting  FadNties  Program . 

Television  Program  Assistanoe . . . 


The  Special  Protects  Act  (20  US.C  1851-1853. 
1881-1867.  687d) 

Section  403  of  the  Education  Amendments  of  1974 
(20  U.S.C.  1862). 

Section  404  of  the  Education  Amendments  of  1974 
(20  U.8.C.  1883). 

Section  405  of  the  Education  Amendments  of  1974 
(20  U.8.C.  1864). 

Section  406  of  the  Education  Amendments  of  1974 
(20  U.S.C.  1665). 

Section  611  of  the  Elementary  and  Secondary  Educa¬ 
tion  Act  (20  U.S.C.  887d). 

Section  406  of  the  Education  Amendments  of  1974 
(20  U.S.C.  1806). 

Section  409  of  the  Education  Amendments  of  1974 
(20  U.S.C  1867). 

Parts  A  and  C  of  TiOe  VH  of  the  Education  Amend¬ 
ments  of  1974. 

Publie  Law  93-422  (21  UAC.  1001-1007) . 

The  Envsonmental  Education  Act  (20  U.&C.  1531- 
1536). 

Part  IV  of  the  Title  III  of  the  Communications  Act  of 
1934  (47  U.S.C.  360-395  and  397-399). 

Section  1527  of  the  Education  Amendments  of  1978 


(20  U.8.C.  1221D. 

Teacher  Corps  Program .  Section  V-A  of  the  Hi(^  Education  Act  (20  U.S.C. 

1101-1 107a) 

Teachers  Centers  Program . . .  Section  532  of  the  Higher  Education  Act  (20  U.S.C. 

'  11190). 

TerrHorfal  Teacher  Training . . .  Section  1525  of  the  Education  Amendments  of  1978. 

Education  Information  Management  System . . .  Section  400A  (f)  and  (g)  of  the  General  Education 

Provisions  Act  (20  U.S.C  1221-3  (f)  and  (g)). 

Indfon  Elementary  and  Secondary  School  Assistance  (Part  A)  Title  HI  of  Public  Law  81-874  (20  U.S.C.  24laa-241fl) 
Indian  Education  (Part  B)  (except  the  Indian  FeUowship  Pro-  Section  1005  of  the  Elementary  and  Secondary  Edu- 
gram— See  Part  100c).  cation  Act  (20  U.S.C.  3385). 

Indfon  EducaSon  (Part  C) .  ■  .  Section  314  of  the  Adult  Education  Act  (20  U.S.C. 

1211a). 

(desegregation  of  Public  Education . . v  ‘  .  Title  IV  of  the  Civil  Rights  Act  (42  U.S.C  2000c 


through  2000C-9). 

Emergency  School  Aid . . . . . . .  TWe  VI  of  the  Elementary  and  Secondary  Education 

Act  (20  U.S.C.  3191-3207). 


RacMRy  Isolated  School  OMrlds 


Section  1522  of  the  EducMion  Amendments  of  1978. 


13.541. 

13.561 

13.56^ 


Part  180 . 

Part  160a _ _ 

Part  160b _ 

Part  leoc _ 


Part  i60d..i _ _ _ 

Part  I60e _ _ 

Pwt  leof _ 

Part  leOg _ 

Part  162  (except  Subpart  C) . 

Part  t82a _ 

Pwt  183 . . . . 

Pmt  153 . . . 

Part  172 _ 

Pwt  197 _ 

Nona . . . 

None . . . . . 

Part  186 . . . 

Pan  187 . . 

P»1  188 _ 

Pwl  180 _ 

P»1 185 _ 


13.583.  ,  .  ..  ' 

13.554. 

13.564. 

13.565. 

13.566. 

13.533. 

13.420 

13.522. 

13.413. 

None. 

13.489 

13.416 

None. 

None. 

13  534  «Kl  13.551. 

13.535. 

13.536. 

13.405. 

13.525.  13.526.  13.528.  13.529. 
13.530.  13.532.  13.589.  and 

13.500. 

None. 


Some  programs  may  not  be  fonded  Chech  the  application  notices  published  under  ( lOOa  100.- 
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S  lOOa^  Exceptions  In  program 
regulations  to  Part  100a. 

If  a  program  has  regulations  that  are 
not  consistent  with  Part  100a,  the 
implementing  regulations  for  that 
program  identify  the  sections  of  Part 
100a  that  do  not  apply. 

(20  U.S.C  1221e-3(a)(l)) 

§  IOOa.3  HEW  general  grant  reguiationa 
apply  to  theae  programs. 

The  HEW  general  grant  regulations  in 
Part  74  of  this  title  apply  to  the  programs 
covered  by  this  part.  To  find  subjects 
covered  under  Part  74,  look  in  the  table 
of  contents  at  the  beginning  of  Part  74. 
(20U.S.C  1221e-3(a)(l)) 

S  IOOa.4  Education  Division  contracts. 

(a)  A  contract  of  the  Education 
Division  is  governed  by: 

(1)  Chapters  1  and  3  of  Title  41  of  the 
Code  of  Federal  Regulations; 

(2)  Any  applicable  program 
regulations;  and 

(3)  The  request  for  proposals  for  the 
procurement  if  any,  referenced  in 
Commerce  Business  Daily. 

(b)  The  regulations  in  Part  100a  do  not 
apply  to  a  contract  of  the  Education 
Division  except  where  they  specifically 
provide  otherwise. 

(20  U.S.C  1221e-3(a)(l)) 

(Souicea;  105.5(b);  121h.l(b)(;Ml  sent.); 
123.e2(b):  146  Appendix  (^apter  V,  Sec  1.1(a); 
160a.4;  160e.l(c)(2)(i);  160e.6(b)(l)(ii); 
160f.l(c)(2);  160f.9(a)(2);  185.6.(b):  191.25(b): 
193.3;  193.15;  193.25;  1400.2(g)) 

Eligibility  for  a  Grant 

S  IOOa.50  How  to  find  out  whether  you  are 
eNglMe. 

Eligibility  to  apply  for  a  grant  under  a 
program  of  the  location  Division  is 
governed  by  the  authorizing  statute  and 
implementing  regulations  for  that 
program.  The  table  in  9  lOOa.l  gives 
references  to  the  statutes  and 
regulations  that  apply  to  the  direct  grant 
programs  of  the  Education  Division. 

(20  U.S.C  1221e-3(a)(l)) 

9  lOOa.51  How  to  prove  nonprofit  statue. 

(a)  Under  some  programs,  an 
applicant  must  show  Uiat  it  is  a 
nonprofit  organization.  (See  the 
definition  of  “nonprofit”  in  9  lOOc.l) 

(b)  An  applicant  may  show  that  it  is  a 
nonprofit  organization  by  any  of  the 
following  means: 

(1)  Proof  that  the  Internal  Revenue 
Service  currently  recognizes  the 
applicant  as  an  organization  to  which 


contributions  are  tax  deductible  under 
section  501(c)(3)  of  the  Internal  Revenue 
Code; 

(2)  A  statement  from  a  State  taxing 
body  or  the  State  attorney  general 
certifying  that — (i)  the  organization  is  a 
nonprofit  organiution  operating  within 
the  State,  and  (ii)  no  part  of  its  net 
earnings  may  lawfully  benefit  any 
private  shareholder  or  individual; 

(3)  A  certified  copy  of  the  applicant’s 
certificate  of  incorporation  or  similar 
document  if  it  clearly  establishes  the 
nonprofit  status  of  the  applicant;  or 

(4)  Any  of  the  items  described  in 
subparagraphs  (1)  through  (3)  of  this 
paragraph  if  that  item  applies  to  a  State 
or  national  parent  organization,  together 
with  a  statement  by  Uie  parent 
organization  that  the  applicant  is  a  local 
nonprofit  affiliate. 

(20  U.S.C.  1221e-3(a)(l)) 

(Soutces:  123.14(c)(2);  184.22(a);  lB5.61(b)) 

Subpart  B— [Reserved] 

Subpart  C— How  To  Apply  for  a  Grant 

The  Application  Notioe 

9  IOOa.100  Publication  of  an  application 
notico;  content  of  the  notice. 

(a)  Each  fiscal  year  each  appropriate 
official  of  the  Education  Division 
publishes  application  notices  in  the 
Federal  Renter  that  explain  what  kind 
of  assistance  is  available  under  the 
programs  that  he  or  she  administers. 

(b)  The  application  notice  for  a 
program  explains  one  or  more  of  the 
following; 

(1)  How  to  apply  for  a  grant  to  start  a 
new  project 

(2)  How  to  apply  for  a  grant  to 
continue  an  existing  project  already 
being  funded  by  the  Education  Division. 

(3)  How  to  preapply  for  a  grant  to 
start  a  new  project  if  preapplications 
are  used  under  the  program. 

(c)  The  appropriate  official  of  the 
Education  Division  publishes  the 
application  notice  for  each  program 
together  in  a  single  notice  in  the  Federal 
Register  unless  ^e  official  finds  that  it 
is  necessary  to  publish  a  separate  notice 
for  a  particiilar  program. ' 

(20  U.S.C  1221e-3(a)(l)) 

(Sources:  100a.l5(lst  sent):  114.2;  114  App. 
i  2.5;  148.12(a)(4th  sent.);  148.22(a)(3rd  sent.): 
148.32(a)(2nd  sent.);148.42(d);  154.5(c); 
ie9.2e(b);  ie9.36(b);  )72.137) 

Note. — ^The  term  "appropriate  official  of 
the  Education  Division  is  defined  in  1 100c.l 
of  this  title  to  mean  the  official  that  has 
overall  administrative  responsibility  for  an 
Education  Division  program.  For  each 
program,  that  official  is  one  of  the 
following — 


(a)  The  Assistant  Secretary; 

(b)  The  Commissioner, 

(c)  The  Director  of  the  National  Institute  of 
Education:  or 

(d)  The  Director  of  the  Institute  of  Museum 
Services. 

91008.101  Inforawtion  In  ilw  application  ' 
notica  that  halps  an  applicant  api^. 

(a)  The  application  notice  for  each 
program  gives  important  information 
that  can  help  an  applicant.  The 
information  usually  includes — 

(1)  How  an  applicant  can  get  an 
information  parage  that  contains 
detailed  information  about  the  program 
and  the  application  form  that  the 
applicant  must  use; 

(2)  Where  in  the  Education  Division 
an  applicant  must  send  its  application; 

(3)  The  amount  of  funds  available  to 
start  new  projects; 

(4)  The  number  of  new  projects  the 
Education  Division  expects  to  fund 
under  the  program; 

(5)  The  average  amount  of  funding 
that  the  Education  Division  expects  to 
provide  to  a  new  project  under  the 
program; 

(6)  The  average  duration  of  a  new 
project  that  the  Education  Division 
expects  to  approve  under  the  program; 

(7)  The  amount  of  funds  available  to 
continue  existing  projects  already  being 
funded  under  the  program; 

(8)  The  number  of  these  existing 
projects  the  Education  Division  expects 
to  fimd  imder  the  program; 

(9)  The  average  amoimt  of  funding 
that  the  Education  Division  expects  to 
provide  to  these  existing  projects;  and 

*  (10)  A  reference  to  the  regulations  that 
apply  to  the  program. 

(b)  If  the  appropriate  official  of  the 
Education  Division  either  requires  or 
permits  preapplications  under  a 
program,  an  application  notice  for  the 
program  explains  how  an  applicant  can 
get  the  preapplication  form. 

(20  U.S.C  1221e-3(a)(l)) 

9  IOOa.102  DeadHna  data  for  applications. 

(a)  An  application  notice  for  each 
program  sets  a  deadline  date  for 
applications. 

(b)  If  an  applicant  wants  a  grant  for  a 
new  project,  die  applicant  shall — 

(1)  Mail  the  application  to  the 
Education  Division  on  or  before  the 
deadline  date;  or 

(2)  Hand  deliver  the  application  to  the 
Education  Division  before  4:30  p.m. 
(Washington,  D.C.  time)  on  or  before  the 
deadline  date. 

(c)  If  an  applicant  wants  a  grant  to 

continue  a  project  the  applicant,  to  be 
assured  of  consideration,  shall —  j 
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'  (1)  Mail  the  application  to  die 
Education  Division  on  or  before  the 
deadline  date;  or 

(2)  Hand  deliver  the  application  to  the 
Education  Division  before  4:30  p.m. 
(Washington.  D.C.  time)  on  or  before  the 
deadline  date. 

(d)  The  appropriate  official  of  the 
Education  Division  accepts  each  of  the 
following  as  proof  of  mailing; 

(1)  A  legible  U.S.  Postal  Service  dated 
postmark;  or 

(2)  A  mail  receipt  with  the  date  of 
mailing  stamped  ^  the  U.S.  Postal 
Service. 

Note.— The  U.S.  Postal  Service  does  not 
uniformly  provide  a  dated  postmark.  An 
appbcant  ^ould  check  wi^  its  local  post 
of^  before  relying  on  this  method. 

(20  U£.C  1221e-3(aHl)) 

(Sources:  115.12;  127.5(a)(3rd  sent); 
146.15(aXlst  sent);  146.2S(a)(lst  sent); 
146.53(a)(l8t  sent);  155.7(a)(l8t  sent); 
157.S(a)(lst  sent);  159.6(a)(l8t  sent): 
160a.24(l8t  sent.)) 

8 100a.  103  Daadfcte  data  for 
praappBcationa. 

(a)  If  the  appropriate  official  of  the 
Education  Division  invites  or  requires 
preapplications  under  a  program,  an 
application  notice  for  the  program  sets  a 
deadline  date  for  preapplications. 

(b)  An  applicant  shall  submit  its 
preapplication  in  accordance  with  the 
proc^ures  for  applications  in 

8 100a.l02(b)  and  (d). 

(20  U.S.C.  1221e-3(aMl)) 

(Sources:  127.5(eX3rd  sent);  160a.23(a)(lst 
sent,  wds.  4-10);  ie0b.5(aHwd8. 31  to  end); 
160f.7(aKlHlst  sent.  wds.  28  to  end)) 

8 100a.  104  AppBcants  must  mast 
procedural  rates. 

The  appropriate  official  of  the 
Education  Division  may  make  a  grant 
only  to  an  eligible  party  that — 

(a)  Submits  an  application;  and 

(b)  Complies  %vith  all  procedural  rules  ' 
that  govern  the  submission  of  the 
application. 

(20  U.S.a  I22le-a(a)(l)) 

(Sources:  119.2(a)(2nd  sent);  160e.8(a); 

160f(a);  ieora(bXlNlst  sent);  179.4(c)) 

Application  Contents 

8  IOOa.107  AppOcation  contants:  Purpose 
of  88 100a.100-I00a.11t. 

(a)  An  applicant  shall  include  in  its 
application  the  information  described  in 
88  lOOa.108  through  lOOa.118. 

(b)  An  applicant  shall  also  include  in 
its  applicatiOT  any  other  information 
that  is  required  u^er  a  particular 
program. 

(c)  if  a  program  does  not  need  some  of 
the  information  required  by  these 
sections,  the  implementing  regulations 


for  the  program  identify  the  sections 
that  do  not  apply. 

(20  U.S.C.  1221e-3(aXl)) 

(Sources:  lOOa.15;  lOOa.lSig);  106.606(aH3): 
10S.615(aN3):  10Sa25(c):  123.14(a)(Rejected); 
123.24{a)(Reiected);  l2B.3(b);  142.5(1): 
153.5(aM3);  (i)+(iii);  154.5(a);  155.7(a); 

157.5(a);  15e.6(a):  160a.24: 16e.l5(a);  ieg.34(a); 
169.36(a):  170.17(a);  170.52;  170.73;  171.0(a): 
183.41(b)(Reiected):  187.14(n);  187.24(o): 
187.44(k):  187.55(m):  187.65(m):  188.7(g); 
192.5(b)) 

8 100a.  100  Address  each  setectten 
criterion. 

If  an  applicant  applies  for  a  grant 
under  a  program  that  uses  selection 
criteria,  the  application  must  include 
information  t^t  addresses  each 
selection  criterion  that  applies  to  the  . 
program. 

(20  U.^.C.  1221e-3(a)(l)) 

(Sources:  105.110: 105a05(a)(2):  105.615(a)(2): 
105.626(b):  136.05(b);  146.15(a);  146.25(a): 
146.34;  146.36(a)(1):  148.53(a):  160b.21  (b)(4): 
160c.l4(b)(l):  160c.l5(b](l):  160d.7; 
160c.8(c)(6);  160f.8(c);  162.12(d); 
162.4c(b)(2)(x):  172.134;  179.23(c):  187.14(b); 
187.240>k  ie7.34(b);  187.44(b);  187.55(b); 
187.65(b);  188.7(g);  191.31(c)(3):  19144(b)(2); 
197.9(a)(5);  198.6(c))' 

8100a109  Assure  compBahce  with 
appropriate  requirements  of  law. 

An  application  must  include  an 
assurance  that  a  grantee  will  comply 
with  the  requirements  imposed  by  the 
appropriate  official  of  the  Education 
Dirision  concerning — 

(a)  Special  requirements  of  law; 

(b)  Program  requirements;  and 

(c)  Administrative  requirements. 

(20  U.S.a  1221e-3(aKl)) 

(Sources:  lOOa.lS;  105.e05(a)(l);  105.ei4(b); 
105.15(a)(1):  105.e25(a):  153.53(b)(3); 

157.5(c) +(d);  158.25(a);  160al4(c); 
160c.32(d)(4);  160c.33(d};  ie0eA(c)(l); 
lOOe.llfb);  ie0f.8(cHl);  162.40(a)(1); 
162.52(aX5);  10e.l5(aX3);  16e.36(a)(8); 
17ai7(aX3id  sent.  2nd  clause);  170.53(b); 
1714(b);  171.0(aX2ad  sent.  2iKi  dause); 
178a.6(a)(3rd  sent);  18442(b):  185.13(c); 
185.13(1)  (5)+(m):  185.33;  lB5.53(c)(l):  18543- 
2(b)(1):  186.33(bXl);  18e41(b)(6);  1924(b)(4): 
193.13(b)) 

8100a.110  DMCribathsproisct 
An  application  must  describe  the 
project  in  detail.  The  description  must 
include — 

(a)  The  purpose  of  the  project; 

(b)  Each  objective  of  the  project; 

(c)  The  methods  the  applicant 
proposes  to  use  to  meet  these  objectives; 

(d)  How  the  applicant  plans  to  use  its 
resources  and  personnel  to  achieve  each 
objective;  and 

(e)  An  assessment  of  the  effect,  if  any, 
of  the  project  on  pers<xia  who  are 
members  of  groups  that  have  been 


traditionally  underrepresented;  such  as 
members  of  racial  or  ethnic  minority 
groups,  women,  handicapped  persons, 
and  the  elderly. 

(20  U.S.C  1221e-8(aXl)) 

(Sources:  100a.l6(a);  121d  App.  8  34(aX4); 
1124(a);  114.62(c)(7);  123.14(a);  123.53(aX3): 
12344(a)(l8t  sent):  12343(a):  1244; 
136.05(a)(2);  146.15(a):  14e45(a):  154.5(a)(3): 
160a.22(a);  160b.3(b)(8);  160c.l4(b)(l): 

160c.l5(bKl);  160&31(aXlKi)+(i«): 

180f.8(c)(3)+(4)(i);  16242(a)(1) +(8); 
ie241(c)(lXi)+(iii):  16946(8X10);  ITl  App. 

8  44(a);  171  guides  1 5.1(aHc): 

172.110(a)(1) +(7);  172.127;  178a4(a): 
185.73(e)(1):  187.14(dX2);  18744(d)(2); 
18744(d)(2);  187.44(dX2):  18745(d)(1) +(2): 
187.65(d)(1) +(2);  188.7(a)-(c); 
191.31(c)(l)(U)+(iii);  19144(bXlXii)+(ii 
192.5(a)(1);  193.13(b);  194.5(a)) 

8100a.111  Include  a  timeXne. 

(a)  An  application  must  propose  a 
project  period  for  the  project 

(b)  An  application  must  describe 
when,  in  each  budget  period  of  the 
project  the  applicant  plans  to  meet  each 
objective  of  the  project 

(20  U.S.C  1221e-3(aXl)) 

(Sources:  100a.l6(a);  121d  App.  8  4.1;  121h 
App.  8  3.2(a)(4);  ie0e.l4(bX^.  ie0a.l5(e): 
160c41(aXlXU):  100d4(bX5); 
ie0e4(cX4)(U)(DXl):  102.12(a)(2):  16242(aX2); 
162.61(c)(l)(U):  172.110(8X2):  lB7.14(d)(3); 
187.24(d)(3);  187.34(dX3):  187.44(d)(3): 
187.55(d)(3);  187.65(dX3);  19141(c)(l)(vi): 
191.44(b)(lXviii)) 

8100a.112  Describe  the  key  pereonneL 

An  application  must  include  the  name 
and  quaUffcations  of  each  key  person  in 
the  proposed  project  This  information 
must  include — 

(a)  The  name  and  qualifications  of  the 
project  director  (if  any); 

(b)  The  name  and  qualiffcations  of 
each  of  any  other  key  personnel  in  the 
project  and 

(c)  The  time  that  each  person  referred 
to  in  paragraphs  (a)  and  (b)  of  this 
section  plans  to  commit  to  the  proposed 
project 

(20  U.S.C  1221e-3(a)(l]) 

8100a.113  Describe  the  resources. 

An  application  must  describe  the 
resources  the  applicant  plans  to  devote 
to  the  project  including— 

(a)  Facilities;  and 

(b)  Equipment  and  supplies. 

8100a.114  Describe  the  evaluation  plart 

An  application  must  include  a 
description  of  the  plan  to  evaluate  the 
project  under  8  lOOa.580  and  the 
implementing  regulations  of  the 
program. 

(20  U.S.C  1221e-3(a)(l)) 
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9  IOOa.1 15  Demonstrate  capability; 
inciude  evaiuatlon  of  compieted  proiecL 

(a)  An  application  must  include 
information  that  demonstrates  the 
applicant’s  capability  to¬ 
il)  Conduct  the  project;  and 

(2)  Meet  the  needs  of  the  persons  (if 
any)  that  the  applicant  plans  to  serve 
with  the  project 

(b)  If  an  applicant  wants  a  grant  for  a 
new  project  that  furthers  the  objectives 
of  a  project  already  completed  by  the 
applicant  the  applicant  shall  include  an 
evaluation  of  the  completed  project. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  105.604(e);  155.7(a)(3)(ii); 
159.6(a)(3)(ii);  160c.l4(b)(2)(i) + (3): 
160c.l5(b)(2)(i)+(3):  160e.8(c)(2)(i): 
160f.8(c)(2)(v)-|-(S):  185.73(e);  185.73(e)(4); 
185.74(f)  (2nd  sent.);  197.9(b)(1) -(3)) 

§1008.116  Changes  to  appOcation; 
number  of  copies. 

(a)  An  applicant  may  make  changes  to 
its  application  on  or  before  the  deadline 
date  for  submitting  applications  under 
the  program. 

(b)  Each  applicant  shall  submit  an 
original  and  two  copies  of  its 
application  to  the  Education  Division, 
including  any  information  that  the 
applicant  supplies  voluntarily. 

(20  U.S.C  1221e-3(a)(1)) 

(Sources:  123.14(a):  163.6(a)(5);  160f.8(b)(3): 
173  App  Ai  4.1;  18341(b)) 

§100a.117  Information  needed  If 
applicant  proposes  a  multiyear  project 

An  applicant  that  proposes  a  multj^ 
year  project  shall  include  in  its 
application — 

(a)  Information  that  shows  why  a 
multi-year  project  is  needed: 

(b)  A  budget  for  the  flrst  budget 
period  of  the  project;  and 

(c)  An  estimate  of  the  Federal  funds 
needed  for  each  budget  period  of  the 
project  after  the  first  budget  period. 

(20  U.S.C  1221e-3(a)(l)) 

(Sources:  105.209;  123.04(c):  13e.l0(b)&(c); 
ieod.9(a);  160e.5(b)&(c):  160f.5(a)«(c); 
162.17(b);  162.44(b)ft(c):  162.55(b)&(c): 
ie2.63(b)&(c);  197.7(c);  198.8(c)) 

§100a.118  How  to  apply  for  funds  to 
continue  a  project 

(a)  An  applicant  shall  comply  with 
paragraph  (b)  of  this  section  if— 

(1)  The  applicant  wants  funds  to 
continue  a  project  already  approved  on 
a  multi-year  basis; 

(2)  The  applicant  is  about  to  complete 
one  or  more  of  the  budget  periods;  and 

(3)  The  budget  period  for  which  the 
applicant  wants  a  continuation  award  is 
within  the  approved  project  period. 

(b)  An  applicant  for  a  continuation 
awaitl  shall— 


(1)  Comply  with  the  deadline  date  for 
continuation  applications  (see 

§  100a.l02(c));  and 

(2)  Submit  the  following: 

(i)  A  revised  face  page  (standard  form 
424)  and  revisions  to  any  other  affected 
pages. 

(ii)  A  budget  that  covers  the  next 
budget  period,  and  an  estimate  of  the 
amount  of  funds  that  will  remain 
unobligated  at  the  end  of  the  current 
budget  period. 

(iii)  An  estimate  of  the  Federal  funds 
needed  for  each  budget  period  that 
comes  after  the  next  bu^et  period. 

(c)  The  criteria  the  appropriate  official 
of  the  Education  Division  uses  to  decide 
whether  to  make  a  continuation  grant 
are  in  §  lOOa.253. 

(20  U.S.C  1221e-d(a)(l)) 

(Sources:  123.oj(e);  123.14(a)  (Rejected): 
127.5(c);  173  App  A  f  4.1  (Rejected);  183.41(b)) 

Separate  Applications — ^Alternate 
Praams  1 

§  IOOa.125  Submit  a  separata  application 
to  each  program. 

An  applicant  shall  submit  a  separate 
application  to  each  program  under 
which  it  wants  a  grant 

(20  U.S.C  1221e-3(a)(l)) 

9  IOOa.126  How  to  seek  funding  from 
more  than  one  program. 

If  an  applicant  wants  to  submit  its 
application  under  more  than  one 
program,  the  applicant  shall  list  in  each 
application  the  other  programs  under 
which  the  applicant  is  applying. 

(20  U.S.C  1221e-3(a)(l)) 

More  Than  One  Eligible  Party  Can  join 
in  an  Application 

9  IOOa.127  Eligible  parties  may  apply  as  a 
group. 

(a)  Eligible  parties  may  apply  as  a 
group  for  a  grant. 

(b)  Depending  on  the  program  under 
whi^  a  group  of  eligible  parties  seeks 
assistance,  the  name  used  to  refer  to  the 
group  may  vary.  The  list  that  follows 
contains  some  of  the  names  used  to 
identify  a  group  of  eligible  parties: 

(1)  Combination  of  institutions  of 
hi^er  education; 

(2)  Consortium: 

(3)  Joint  applicants; 

(4)  Cooperative  arrangements. 

(20  U.S.C  1221e-3(aXl)) 

(Sources:  1008.19(a);  100a.19(b);  121c.l0(a): 
15843(lst  sent  and  2nd  sent.,  3rd  clause); 
160a.l5(b):  171  Guidelines  §  2JS(b)  1st  sent: 
172.32;  172.106) 


9  IOOa.128  Who  acts  as  applicant;  the 
group  agrssmsnt 

(a)  If  a  group  of  eligible  parties  applies 
for  a  grant  the  members  of  the  group 
shall  either — 

(1)  Designate  one  member  of  the  group 
to  apply  for  the  grant  or 

(2)  Establish  a  separate,  eligible  legal 
entity  to  apply  for  the  grant 

(b)  The  members  of  the  group  shall  - 
enter  into  an  agreement  that — 

(1)  Details  the  activities  that  each 
member  of  the  group  plans  to  perform: 
and 

(2)  Binds  each  member  of  the  group  to 
every  statement  and  assurance  made  by 
the  applicant  in  the  application. 

(c)  Ilie  applicant  shall  submit  the 
agreement  with  its  application. 

(20  U.S.C  1221e-3(a)(l)) 

(Sources:  119.10(b):  121&10(b);  123.11(b); 
123.21(c):  123  Jl(b):  146.15(b):  146.25(b): 
154.3(a)(2);  154.^);  155.6(b);  157.4(b); 

159.5(b);  160a.l5(d):  ie9.2^a)(2);  171 
Guidelines  §  2.2(b)(2nd  sent.)) 

9100a.129  Legal  rssponsibiHtiss  of  each 
member  of  the  group. 

(a)  If  the  appropriate  official  of  the 
Education  Di^dsion  makes  a  grant  to  a 
group  of  eligible  applicants,  the 
applicant  for  the  group  is  the  grantee 
and  is  legally  responsible  for — 

(1)  The  use  of  ^  grant  funds:  and 

(2)  Ensuring  that  the  project  is  carried 
out  by  the  group  in  accordance  with 
Federal  requirements. 

(b)  Each  member  of  the'group  is 
legally  responsible  to — 

(1)  Carry  out  the  activities  it  agreeds 
to  perform;  and 

(2)  Use  the  funds  that  it  receives 
under  the  agreement  in  accordance  with 
Federal  requirements  that  apply  to  the 
grant 

(20  U.S.C  1221e-3(a)(l)) 

(Sources:  119.10(b):  121c.l0(b);  123.21(c): 
123.31(b);  146.15(b);  140.25(b);  154.3(a)(2); 
154.5(b);  155.6(b);  157.4(b):  15e.5(b): 
ie0a.l5(d);  ie9i2(a)(2):  171  Guidelines 
9  2.2(b)  (2nd  sent.);  172.42) 

Preapplications 

91t'0a.130  Conafcfaration  of  a 
praappNcatioii. 

The  appropriate  official  of  the 
Education  Division  considers  a 
preapplicaticn  if — 

(a)  The  applicant  complies  %vith  the 
procedural  rules  that  govern  submission 
of  the  preapplication:  and 

(b) (1)  The  preapplication  is  submitted 
in  response  to  an  application  notice  that 
invites  or  requires  preapplications;  or 

(2)  The  preapplication  is  submitted  by 
a  government  (See  Subpart  N  of  Part  74 
of  this  title.) 
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(20  1221e-3(aUl)) 

(Sources:  100a.31: 160a.23(a)  (1st  sent); 
160b.5(a);  ia0f.7(a)(l)  (Ist  sent.)) 

S  IOOa.131  The  effect  of  not  submitting  a 
preappNcation. 

(a)  If  the  appropriate  official  of  the 
Education  Ditision  invites  but  does  not 
require  preapplications  under  a 
program,  an  applicant  may  apply  for  a 
grant  under  the  program  even  if  the 
applicant  did  not  preapply. 

(b)  If  the  ai^ropriate  official  of  the 
Education  Division  requires 
preapplications  under  a  program  and  an 
applicant  does  not  preapply,  the 
applicant  may  not  apply  for  a  grant 
under  the  program. 

(20  U.S.C.  1221e-3(a)(l)) 

$  IOOa.132  Result  of  a  preapplication. 

(a)  If  an  applicant  submits  a 
preapplication  under  a  program,  the 
appropriate  official  of  the  Vacation 
Division — 

(1)  Informs  the  applicant  that  it  is 
eligible  and  encourages  it  to  apply  for 
grant  under  the  program; 

(2)  Informs  the  applicant  that  it  is 
eligible  but  does  not  encourage  it  to 
apply  for  a  grant  under  the  program;  or 

(3)  Informs  the  applicant  that  it  is 
ineligibie  for  assistance  under  the 
program. 

(b)  An  applicant  may  apply  under  a 
program  even  if  the  official  does  not 
encourage  it  to  apply. 

(20  U.S.C  1221e-3(a)(l)) 

(Sources:  114  App.  A  i  2.6(b) +(c);  124.3  (last 
sent);  127.5(a)  (2nd  sent.);  160b.S(b)(4); 
160c.l2(bX2);  ie0f.7(aK3)  (2nd  sent.)) 

S  IOOa.133  The  basis  for  the 
preappRcetton  decWoa 

To  decide  whether  to  encourage  a 
preapplicant  to  apply,  the  appropriate 
official  of  the  Education  Division  uses 
the  same  criteria  that  the  official  uses  to 
select  an  applicant  for  a  grant.  (See 
§§  100a.2o6-100a.206  for  a  description  of 
how  selection  criteria  woric.) 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  124.3  (last  sent.);  160b.5(b)(3); 
160c.l2(b)(3);  100f.7(d)  (separate  criteria 
approach  rejected]) 

Open  Meeting  Certification  under 
Certain  ESEA  Programs 

S  IOOa.138  Open  meetings:  Purpose  of 
SS  I00a.13»-100a.141. 

(a)  Sections  100a.139-100a.141 
implement  Section  1006  of  the 
Elementary  and  Secondary  Education 
Act  of  1966,  as  amended  (ESEA). 

(b)  Section  1006  requires  a  local 
educational  agency  that  submits  an 
application  under  certain  ESEA 
programs  to  certify  that  it  has  held  an 


open  meeting  regarding  the  contents  of 
the  application. 

(c)  Section  1006  aplies  to  each  ESEA 
program  listed  in  S  lOOa.l. 

(20  U.S.C.  887e) 

(Source:  lOOdl) 

§  100a.139  The  local  educational  agency 
shall  hold  an  open  meeting. 

(a)  If  a  local  educational  agency 
applies  for  a  grant  under  an  ESEA 
program  listed  in  $  lOOa.l,  the  agency 
shall  hold  at  least  one  meeting. 

(b)  The  agency  shall  make  the  meeting 
open  to  the  pubfic. 

(c)  The  agency  shall  inform  the  people 
who  attend  the  meeting  of — 

(1)  The  ESEA  program  under  which 
the  agency  wants  a  grant; 

(2)  The  kinds  of  activities  that  are 
authorized  under  the  statute  and 
program  regulations;  and  ^ 

(3)  The  activities  for  which  the  agency 
wants  the  grant. 

(d)  The  agency  shall  give  each  person 
who  attends  the  meeting  an  opporfimity 
to  comment  or  make  recommendations 
on  the  proposed  activities. 

(20  U5.C.  1221e-3(aHl)) 

§100a.140  Ghrs  nodes  of  the  meeting; 
make  information  avatiable. 

(a)  If  a  local  educational  agency  must 
hold  an  open  meeting  under  S  lOOa.139, 
the  agency  shall  give  notice  of  the  time, 
place,  and  purpose  of  the  meeting. 

(b)  The  agency  shall  give  notice  that — 

(1)  Is  likely  to  reach  the  general  public 
in  the  area  served  by  the  project;  and 

(2)  Gives  the  public  time  to  prepare 
for  the  meeting. 

(c)  The  agency  shall  take  steps  to 
ensure  that  persons  who  are  members  of 
groups  that  have  been  traditionally 
imderrepresented  receive  the  type  of 
notice  required  by  paragraph  (b)(1)  of 
this  section  and  that  these  persons  are 
encouraged  to  participate  in  the  meeting. 
These  persons  include — 

(1)  Members  of  racial  or  ethnic 
minority  groups: 

(2)  Women: 

(3)  Handicapped  persons;  and 

(4)  The  elderly. 

(d)  The  agency  shall  make  the 
following  material  availble  for 
inspection  by  the  public  at  least  24 
hours  before  the  open  meeting  begins. 

(1)  An  outline  of  the  information 
described  in  §  100a.l39(c). 

(2)  A  draft  copy  of  the  agency’s 
application  if  the  application  has  been 
prepared. 

(20  U.S.C.  1221e-3(aXl)) 

(Source:  100d.2(b)) 


§  100a.141  Certify  that  open  meeting  was 
held. 

If  a  local  educational  agency  must 
hold  an  open  meeting  under  S  lOOa.139, 
the  agency  shall  certify  in  its  application 
that — 

(a)  The  agency  held  at  least  one  open 
meeting  under  §  100.139; 

(b)  The  agency  gave  notice  of  each 
open  meeting  in  accordance  with 

§  lOOa.140  (a)  and  (b); 

(c)  The  agency  made  information 
available  in  accordance  with 

§  100a.l40(c); 

(d)  The  agency  gave  meaningful 
consideration  to  any  comments  or 
recommendations  that  it  received  at 
each  open  meeting;  and 

(e)  liie  agency  has  included  the 
results  of  the  thattionsideration  in  its 
application. 

(20  U.S.C.  887e) 

(Source:  lOOd.3) 

State  Review  Procedures 

§  100a.150  Review  procedure  If  State 
must  approve  applications— purpose  of 
§§  100a.151-100a.1S3. 

If  the  authorizing  statute  for  a 
program  requires  the  State  to  approve 
each  application,  the  State  and  the 
applicant  shall  use  the  procedures  in 
§§  100a.151-100a.153 
(20  U.S.C.  1221e-3(aXl)) 

§  100a.151  When  an  applicant  must 
submit  its  application  to  the  State;  proof  of 
submission.  / 

(a)  Each  applicant  under  a  program 
covered  by  §  lOOa.150  shall  submit  a 
copy  of  its  application  to  the  State  at 
least  15  days  before  the  deadline  date 
for  submitting  the  application  to  the 
Education  Division. 

(b)  The  applicant  shall  attach  to  its 
application  a  copy  of  its  letter  that' 
requests  the  State  to  approve  the 
application. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  162.13(b);  162.39(aX2)) 

§  100a.152  The  State  reviews  each 
application. 

Each  State  that  receives  an 
application  under  §  lOOa.151  shall 
review  the  application  to  decide  if  the 
State  wishes  to  approve  or  disapprove 
the  application. 

(20  U.S.C  1221e-3(aXl)) 

§  100a.153  Deadlines  for  State  approval 
(a)  The  appropriate  official  of  the 
Education  Division  may  publish  in  the 
Federal  Register  a  notice  that 
establishes  a  deadline  for  receipt  of 
State  approvals  of  applications  under  a 
program  covered  by  S  lOOa.150. 
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(b)  If  a  State  approves  an  application, 
the  appropriate  State  official  shall: 

(1)  Sign  a  statement  that  approves  the 
appUcation;  and 

(2)  Submit  the  application  and  die 
statement  by  the  deadline  date  for  State 
approvals.  The  procedures  in 

§  100a.l02(b)  and  (d)  (how  to  meet  a 
deadline)  apply  to  tUs  submission. 

(20  U.8.C  mie-3(a)(l))  « 

(SonroeK  162.13(c)  (1st  sent.) + (d)(1): 

102.13(6)  (Rejected:  ie2.39(a)(3)  (1st 
tent)+(aM4)) 

8100a.154  Effect  of  State  approval;  MhM 
to  approve. 

(a)  If  a  State  approves  an  application 
on  or  before  the  deadline  for  State 
approval,  the  appropriate  official  of  the 
Education  Division  may  select  that 
project  for  a  grant. 

(b)  If  a  State  does  not  approve  an 
application  on  or  before  the  deadline  for 
State  approval,  the  appropriate  ofRdal 
of  the  location  Division  may  not  select 
that  project  for  a  grant. 

(20  U.&C  1221e-3(aMl)) 

(Sources:  124.4: 162.13(c)  (2nd  sent.): 
ie2.3e(a)(3)  (2nd  sent.)) 

S  IOOa.155  Review  procedure  if  State  may 
comment  on  appMcattona—purpoae  of 
88 100a.15S-100a.l58. 

If  the  authorizing  statute  or 
implementing  regulations  for  a  program 
require  diat  a  State  be  given  an 
opportunity  to  comment  on  each 
application,  the  State  and  the  applicant 
shall  use  the  procedures  in  88  lOOa.156- 
lOOa.158. 

(20  VA.C.  1221e-3(a)(l)) 

8  IOOa.156  When  an  applicant  must 
submit  Its  app8catlon  to  the  State;  proof  of 
aubmiaaion. 

(a)  Each  applicant  under  a  program 
covered  by  8  lOOa.155  shall  submit  a 
copy  of  its  application  to  the  State  on  or 
before  the  deadline  date  for  submitting 
its  application  to  the  Education  Division. 
I  (b)  The  applicant  shall  attach  to  its 
application  a  copy  of  its  letter  that 
requests  the  State  to  comment  on  the 
application. 

'  (20  U.aC  1221e-3(aKl)) 

'  (Sources:  10S.207: 105.e04(a)  (Ist  sent.): 
123.24(b)(9);  120.4  (b)(2);  160a.^): 
160b2^c)(l)  (Ist  sent.);  160c.l3(b):  ieod.10 
(2nd -I- 3rd  sents.);  ie0e.7(b);  1^.8(eH2): 
160g.l5(b);  170.23(b);  182a.l3(d)  (1st  sent.); 
181.31(0);  185.13(j);  194.5(b)) 

8  IOOa.157  The  State  reviews  each 
appicatlon. 

A  State  that  receives  an  application 
under  8  lOOa.156  may  review  and 
comment  on  the  application. 

(20  VS.C.  1221e-3(aHl)) 


((ScNnces:  129^X3);  17073  (3rd  sent.)) 
81008.158  DaecWnei  for  State  comments. 

(a)  The  appropriate  official  of  die 
Education  Division  may  publish  in  the 
Federal  Regisler  a  notice  that 
establishes  a  deadline  for  receipt  of 
State  cmnments  on  applications  under  a 
program  covered  under  8  lOOa.155. 

(b)  The  State  shall  make  its  comments 
in  a  written  statement  signed  by  an 
appropriate  State  official 

(c)  The  appropriate  State  official  shall 
submit  comments  by  the  deadline  date 
for  State  comments.  The  procedures  in 

8 100a.l02(b)  and  (d)  (how  to  meet  a 
deadline)  apply  to  this  submission. 

(20  U.S.C  rni^aXl)) 

(Sources:  105e04(s)  (2iid  sent);  129.4(c): 
ie0a78(c)  (1st  sent);  160b73(c)(l)  (2Dd  sent); 
ie0c.l3(c)  (1st  senth  ie0e.7(c)  (1st  sent); 
160f.8(eK3)  (1st  sent);  160g.lMc)  (Ist  sent); 
17a73(4tl>-6di  sents.);  182a.l3(d)  (2d  sent); 
191.32(d)  (1st  sent)) 

8100a.1S8  Effect  of  State  comments  or 
faRura  to  commenL 

(a)  The  appropriate  official  of  the 
Education  Division  considers  those 
comments  of  the  State  that  relate  to — 

(1)  Any  selectioD  criteria  that  apply 
undOT  the  program;  or 

(2)  Any  other  matter  tibat  affects  the 
selection  of  projects  for  funding  under 
the  program. 

(b)  If  the  State  foils  to  comment  on  an 
applioedon  on  or  before  die  deadline 
date  for  die  appropriate  program,  the 
State  waives  tto  r^t  to  oomment. 

(c)  If  the  applicant  dpes  not  give  the 
State  its  opportunity  to  comment,  the 
appropriate  official  of  the  Education 
Di^sion  may  not  select  that  project  for  a 
grant 

(20  US.C.  1221e-3(aXl)) 

(Sources:  128.4(a)  (2nd  sent.):  ie0a.l3(b)(S); 
160a78(a)-f(c)  (2d  sent.);  ieo&13(c)  (2d  sent.); 
160e.7(c)  (2d  sent.);  160f.8(eHl)+(3)  (2d  sent.); 
160g.l5(a)+(c)  (2d  sent.);  185.13(j)  (2nd  sent.); 
lB5.53(c)(2)  (3rd  sent.);  186.63(bH3Hiii); 
191.32(d)  (2d  sent.)) 

8  IOOa.160  Procedure  for  State  approval 
of  Of  comment  on  preeppacsttons. 

(a)  If  the  authorizing  statute  for  a 
program  requires  that  a  State  approve 
each  preapplicadon,  the  State  and  the 
applicant  shall  use  the  approval 
procedures  in  88 100a.1S1-100a.153  for 
the  preapplication. 

(b)  If  the  authorizing  statute  or 
implementing  regulations  for  a  program 
require  that  a  State  be  given  an 
opportunity  to  comment  on  each 
preapplication,  the  State  and  the 
applicant  shall  use  die  comment 
procedures  in  88 100a.156-100a.158  for 
the  preapplication. 


(20U.S.Cl221e-3(aXl)) 

(Sources:  124  J;  ie0c.l2(bX4);  160t7(b)) 

OMB  Circular  A-65  Claaringhowsa 
Procedures 

8100O.170  Oeartnghottoe  procedures— 
Purpose  of  88 100a.170-100a.17a. 

(a)  Sections  lOOa.170  dirough  lOOa.173 
implement  Part  I  of  OMB  Cir^ar  A-05. 

(b)  Part  I  of  OMB  Circular  A-05 
requires  an  applicant  under  certain 
Federal  programs  to  notify  the 
appropriate  State  and  areawide 
clearinghouses  of  the  applicant’s  intent 
to  apply.  The  clearinghouses  may 
comment  on  the  application. 

(c)  The  following  programs  listed  in 
8  lOOa.l  are  covert  by  Part  I  of  OMB 
Circular  A-OS:  * 
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(20  U.S.C.  1221e-3(aXl)) 

(Source:  Catalog  of  Paderal  Domestic 
Assistance) 


8lOOa.171  Notify  Vis  approprfats 
dsaringbousss. 

(a)  An  applicant  under  a  program 
listed  in  8  8  100JZ70  shall  indude  in  its 
notice  to  the  dearinghouses  a  summary 
6f  the  project  The  summary  must 
indude — 

(1)  The  identity  of  the  applicant; 

(2)  The  geographic  location  of  the 
proposed  project  (indude  a  map,  if 
appropriate); 

(3)  A  brief  description  of  the  proposed 
project  that  helps  t^  dearinghouses 
identify  any  State  and  local  agendas 
that  have  plans  or  projects  that  may  be 
affected  by  the  project  The  description 
must  indude — 

(i)  The  type  of  project; 

(ii)  The  purpose  of  Uie  project 

(iii)  The  general  size  of  the  project 

(iv)  The  estimated  cost  of  the  project 
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(v)  Hie  beneficiaries  of  the  project 
and 

(vi)  Any  other  information  that  will 
help  the  dearinghouse  identify  affected 
agendes; 

(4)  A  statement  that  shows  whether 
the  applicant  must  prepare  an 
Environmental  Impact  Statement 

(5)  The  name  of  the  program  and  the 
Catalog  of  Federal  Domestic  Assistance 
number  for  the  program;  and 

(6)  The  date  die  applicant  expects  to 
submit  its  application  to  the  Education 
Division. 

(b)  If  an  applicant  uses  the 
preapplication  procedure  in  this  subpart 
the  applicant  shall  submit  a  copy  of  the 
preapplication  to  the  appropriate 
clearinghouses  on  the  same  date  it 
submits  the  preapplication  to  the 
Education  Division. 

(20  U.S.C  1221e-3(a)(l)) 

(Source:  OMB  Circular  A-OS) 

§  IOOa.172  Applicant  stiaN  show 
compliance  with  A-95  procedures. 

An  applicant  under  a  program  listed 
in  S  S  lOOa.170  shall  include  the 
following  in  its  application: 

(a)  The  comments  of  each 
clearinghouse  that  commented  on  the 
application;  or 

A  statement  that  the  applicant 
used  the  procedures  of  OMB  Circular  A- 
95  but  did  not  receive  any  dearinghouse 
comments. 

(20  U.S.a  1221e-3(a)(l)) 

(Source:  OMB  Circular  A-OS) 

S  100a.173  The  effect  of  not  complying 
with  Part  I  of  OMB  Orcutar  A-95. 

(a)  OMB  Circular  A-95  gives  a 
clearinghouse  30  days  to¬ 
ft)  Review  the  applicant's  notice; 

(2)  Notify  affect^  agencies  and 
governments;  and 

(3)  Consult  with  the  applicant  about 
the  application. 

.  (b)  'The  Circular  also  permits  a 
dearinghouse  to  take  an  additional  30 
days  to  review  the  application. 

(c)  The  appropriate  official  of  the 
Education  Division  may  make  a  grant 
under  a  program  listed  in  S  lOOa.170 
only  if  the  applicant  has  complied  with 
Part  I  of  OKffl  Circular  A-95. 

(20  U.S.C.  1221e-3(aKl)) 

(Source:  OMB  Circular  A-05) 

Subpart  D— How  Grants  Are  Made 

Selection  of  New  Projects 

S'IOOa.200  How  new  projects  are 
selected. 

(a)  The  Education  Division 
administers  two  different  kinds  of  direct 
grant  programs.  A  direct  grant  program 


is  either  a  discretionary  grant  or  a 
formula  grant  program. 

(b)  Discretionary  grant  programs.  (1) 

A  discretionary  grant  program  is  one 
that  permits  the  appropriate  ofGdal  of 
the  location  Division  to  select  new 
projects  on  the  basis  of  the  quality  of 
competing  applications.  To  receive  a 
grant  under  this  kind  of  program,  an 
applicant  usually  must  compete  with 
other  applicants  (but  see  §  100a.21B). 

(2)  The  appropriate  offfdal  of  the 
Education  Division  uses  the  selection 
criteria  in  EDGAR  and  the  specific 
selection  criteria  for  a  program  to 
evaluate  each  application  submitted  for 
a  new  project  under  a  discretionary 
grant  program. 

(3)  Sections  100a.202-100a.206  contain 
the  EDGAR  selection  criteria. 

(4)  The  specific  selection  criteria  for  a 
program  are  in  the  implementing 
regulations  for  that  program.  However, 
if  a  discretionary  grant  program  does 
not  have  specific  selection  criteria,  the 
program  uses  the  EDGAR  criteria  alone 
to  evaluate  applications.  If  used  alone, 
the  EDGAR  criteria  are  not  weighted. 

(5)  If  a  discretionary  grant  program 
has  criteria  that  are  inconsistent  with 
one  or  more  of  the  EDGAR  selection 
criteria,  the  implementing  regulations  for 
that  program  identify  the  EDGAR 
selection  criteria  that  do  not  apply.. 

(c)  Formula  grant  programs.  (1)  A 
formula  grant  program  is  one  that 
entitles  certain  applicants  to  receive 
grants  if  they  meet  the  requirements  of 
the  program,  /^plicants  do  not  compete 
with  each  other  for  the  funds,  and  each 
grant  is  either  for  a  set  amount  or  for  an 
amount  determined  under  a  formula. 

(2)  The  appropriate  official  of  the 
Education  Division  uses  the  program 
statute  and  regulations  to  select  new 
projects  under  a  formula  grant  program. 
The  EDGAR  selection  criteria  in 
S9  100a.202-100a.206  are  not  used  to 
evaluate  applications. 

(20  U.S.C  1221e-3(a)(l)) 

9  IOOa.201  How  to  uM  the  selection 
criteria. 

(a)  If  the  selection  criteria  for  a 
program  are  not  weighted,  the 
appropriate  official  of  the  Education 
Division  evaluates  each  criterion 
equally. 

(b)  If  the  selection  criteria  for  a 
program  are  weighted — 

(1)  The  appropriate  official  of  the 
Education  Division  assigns  in  the 
program  regulations  a  total  number  of 
points  that  an  applicant  may  receive 
under  all  of  the  criteria; 

(2)  The  specific  program  selection 
criteria  use  70  percent  of  the  total  points 
assigned  to  the  program;  and 


(3)  The  EDGAR  selection  criteria  use 
the  remaining  30  percent  of  the  total 
points  assigned  to  the  program. 

(c)  The  last  paragraph  under  each 
EDGAR  selection  criterion  gives  the 
weight  assigned  to  that  criterion  under 
EDGAR.  This  weight  is  expressed  as  a 
percentage  of  the  total  points  assigned 
to  the  program.  To  find  the  number  of 
points  assigned  to  an  EDGAR  selection 
dHterion  under  a  particular  program,  use 
the  following  steps: 

(1)  Find  the  percentage  given  in  the 
last  paragraph  of  the  EDGAR 'selection 
criterion  in  which  you  are  interested. 

(2)  Find  the  total  number  of  points 
assigned  to  the  program  in  which  you 
are  interested. 

(3)  Multiply  the  percentage  you  found 
under  step  (1)  by  the  number  you  found 
under  step  (2). 

Example:  You  are  interested  in  flnding  out 
how  many  points  the  EDGAR  selection 
criterion  "Evaluation  plan"  gets  under  the 
bilingual  vocational  training  program.  The 
EDGAR  criterion  "Evaluation  plan"  is  in 
9  100.205.  Paragraph  (c)  of  diat  section 
indicates  that  ^e  criterion  gets  5%  of  the  total 
number  of  points  used  by  a  program.  The 
bilingual  vocational  training  program  is  in 
Subpart  5  of  Part  105  of  this  title.  Action 
105.606  gives  the  selection  criteria  for  this 
program.  Section  105.606  indicates  that  the 
program  has  a  maximum  of  100  points  for 
selection  criteria.  Multiply  100  by  5%  (.05)-the 
answer  is  5  points.  This  is  the  number  of 
points  that  9  9  lOOa.205  assigns  to  "Evaluation 
plan"  under  the  bilingual  vocational  training 
program. 

(d)  If  the  selection  criteria  for  a 
program  are  weighted,  the  program 
regulations  may  increase,  but  may  not 
decrease,  the  weight  of  an  EDGAR 
criterion.  This  is  done  by  adding  points 
to  the  EDGAR  selection  criterion.  The 
appropriate  official  of  the  Education 
Division  uses  part  of  the  70%  weight 
devoted  to  specific  program  selection 
criteria  to  add  weight  to  an  EDGAR 
criterion. 

(20  U.S.C.  1221e-3(a)(l)) 

99  IOOa.202  Selection  criterion  plan  of 
operation. 

(a)  The  appropriate  official  of  the 
Education  Division  reviews  each 
application  for  information  that  shows 
the  quality  of  the  plan  of  operation  for 
the  project 

(b)  The  official  looks  for  information 
that  shows: 

(1)  High  quality  in  the  design  of  the 
project; 

(2)  An  effective  plan  of  management 
that  insures  proper  and  efficient 
administration  of  the  project; 

(3)  A  clear  description  of  how  the 
objectives  of  the  project  relate  to  the 
purpose  of  the  program;  and  '  ' 
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(4)  The  way  the  applicant  plans  to  use 
its  resources  and  personnel  to  achieve 
each  objective. 

(c)  Under  a  program  using  weighted 
selection  criteria,  this  criterion  is 
assigned  10  percent  of  the  total  number 
of  points  assigned  to  the  program. 

(20  U.8.C  1221»-3(a)(l)) 

(SourcM:  106.110(c) -«-(e);  105.211(c) +(d); 
105.60e(b)(c);  105.ei6(b)  +  (c);  105.626(c) +(d); 
123.15(a)(2);  123.25(b);  123.26(b);  123.27(b); 
123.349(a)(2);  132  App  A(a)(3)  +  (5]:  132  App 
A(b)(l)4  (3);  133  App  A(a)(3)  +  (4); 

136.06(b)(1)  +  (3);  153.12(b)(6):  158.52(b)  +  (c); 
160a.25(a)(9),(12) + (14);  160b.e(b)(2); 

160b.4e(a);  160c.l7(b);  160c.l8(b): 

160c.35(a)(3);  ie0d.7(c);  160e.9(a):  (3); 
ieOf.lO(a)(3)(i)-f  (iii);  162.14(a)(8);  162.14(c)(8); 
182.41(a);  162.53(b)(1).  (2)4- (3): 

172.151(a)  4- (b);  180.44;  185.14(b)(2):  185.24; 
185.34(b)(1).  (2) 4- (3):  185J5(b)(l);  185.54(b)(2): 
185.64(b)(2);  184in-2(bH2);  185.92-3(aH2): 
185.94-3;  185.106(0);  185.107(b]  4- (d)(3): 
187.12(c);  187.22(c):  187.32(c):  187.42(c): 
187.53(ch,  187.63(c):  191.S3(b);  191.45(b) 

(2)  4- (3);  194.8(c);  198.7(f)(1)) 

$$1006.203  Selection  criterion  quaWty  of 
key  pereonneL 

(a)  The  appropriate  ofBdal  of  the 
Education  Division  reviews  each 
application  for  information  that  shows 
the  quality  of  the  key  personnel  the 
applicant  plans  to  use  on  the  project 

(b)  The  official  looks  for  information 
that  shows — 

(1)  The  qualifications  of  the  project 
director  (if  any); 

(2)  The  qualifications  of  each  of  the 
other  key  personnel  used  in  the  project; 

(3)  The  qualifications  of  any  of  the 
following  persons  who  are  hired  for  the 
project — 

(i)  Any  member  of  the  immediate 
family  of  a  person  on  the  project  staffi 

(ii)  Any  member  of  the  governing 
body  of  the  grantee;  or 

(iU)  Any  member  of  the  immediate 
family  of  a  person  on  that  governing 
body. 

(4)  The  time  that  each  person  referred 
to  in  paragraphs  (b)(1)— (3)  oi  this 
section  plans  to  commit  to  the  project; 
and 

(5)  The  extent  to  which  the  applicant,  - 
as  part  of  its  nondiscriminatory 
employment  practices,  encourages 
applications  for  employment  from 
persons  who  are  members  of  groups  that 
have  been  traditionally 
underrepresented,  such  as  members  of 
racial  or  ethnic  minority  groups,  women, 
handicapped  persons,  and  the  elderly. 

(c)  To  determine  the  qualifications  of' 
a  person,  the  official  considers  evidence 
of  past  experience  in  fields  related  to 
the  objectives  of  the  project,  as  well  as 
other  information  that  the  applicant 
provides. 


(d)  Under  a  program  using  weighted 
selection  criteria,  this  criterion  is 
assigned  7  percent  of  the  total  number  of 
points  assigned  to  the  program. 

(20  U.S.C.  1221«-3(a)(l)) 

(Souraas:  106.110(h);  105Jni(g);  105.606(f); 
106.ei6(f);  105.62^);  123.15(a)(2);  123.25(b); 
123.26(b);  123.27(b):  123.34(a)(3);  123.54(c);  132 
App  A(a)  (6)4-17);  132  App  A(b)(5);  132  App 
A(c)(6):  133  App  A(a)(5);  136.06(b)(5); 
153.12(b)(8);  154.6(c)(4);  155.8(cK3);  155.8(b)(3); 
157.0(c)(3):  157.0(()(3);  158.42(b)(2);  158.52(g); 
159.7(cH3);  159.7(0(3):  160b4l(b)(4);  160b.32(c); 
160b.46(a)(9):  160&17(b):  ie0c.l8(b); 
ie0c.35(a)(2);  ie0d.7(^  160d.l5(f); 
•I80e.9(a)(l);  180f.l0(aHl)  (iv)4-(v); 

162.14(aK3);  162.14(c)(3);  162.41(d); 

162.62(a)(2);  179.26(b)(e);  180.14(c);  180v24(c); 
180.34(c):  182.14(aK2);  182a.25(a)(Z); 
186.149b)(3);  185.24;  185.34(bK2);  185.3S(bK2); 
185.54(b):  185.e4(b);  185.91^)(3)  (ii);  185.92- 
3(a)(3)(ii);  186.94-3: 185.106(cH2):  185.107(cM2): 
187.12(0;  187JU(e);  187.32(e);  187.42(0: 
187.53(^  187.63(0: 188' 16(b)(e):  191.33(d); 
191.45(b)(5):  193.14(d);  193.24(b)(3);  194.^c): 
(2);  198.7(b))  ' 

$$  IOOa.104  flsisctlon  oUerion— txidget 
and  cost  tftiacttveness. 

(a)  The  appropriate  official  of  the 
Education  division  reviews  each 
application  for  information  that  shows 
that  the  project  has  an  adequate  budget 
and  is  cost  effective. 

(b)  The  official  looks  for  information 
that  shows: 

(1)  The  budget  for  the  project  is 
adequate  to  support  the  project 
actiidties;  and 

(2)  Costs  are  reasonable  fai  relation  to 
the  objectives  of  the  project 

(c)  Under  a  program  using  weighted 
selection  criteria,  this  criterion  is 
assigned  5  percent  of  the  total  number  of 
points  assigned  to  the  program. 

(20  U.S.C  1221e-3(aMl)) 

(Sources:  106.110(1);  106.211(h);  105.505(b) 

(8)  4- (9);  105.606(g):  105.616(g);  105.626(1); 
123.15(aK3);  123.25(c);  12326(c);  123JZ7(c); 
123.34(a)(10);  123.54(f);  132  App  A(aK9):  132 
App  Al(c)(6):  133  App  A(aKl):  136.06(b)(4): 
(146.14(a)(4))  (146.24(a)  (5));  153.12(b)(7); 
154.6(c)(10):  155A(c)(4);  157.e(cK4}:  159.7(c)(4); 
160b.a4(c)(l)  (tU);  160c.35(aM3Xiv);  ieod.7(h); 
160d.l5(g);  160e.0(a)(3Xiv);  ieor.lO(aX3)(v): 
162.14(a)(5);  162.41(e):  162.62(aX4); 

178J!6(bX3):  180.14(dX  180.24(e);  18a34; 

180.44;  185.14{bX4)(U)4-(iv);  185.24; 

165.S4(bX3);  186!^X3):  185J4(b)(4); 
185.640>)(4);  185.01-2(b)(4):  186.92-3(aX4); 
185.94-3;  185.100(dXl)-f(2);  185.107(dXl)+(2); 
187.12(bX8):  187JZ2^X5):  187  J2(bX5): 
187.42^X2):  187.53(bX6):  187.63(b)(6): 
18ai5(fX3):  18ai6;  191.33(e);  191.4^X6): 
193.14(g);  183.24(bX8);  194.8(cH5):  198.7(d)) 


plan. 

(a)  Hie  appropriate  official  of  the 
Education  Division  reviews  each 
application  for  information  that  shows 


the  quality  of  the  evaluation  plan  for  the 
project. 

(b)  The  official  looks  for  information 
that  shows  an  objective,  quantifiable 
method  of  evaluation  under  $  l(X)a.590. 

(c)  Under  a  program  using  weighted 
selection  criteria,  this  criterion,  is 
assigned  5  percent  of  the  total  number  of 
points  assigned  to  the  program. 

(20  U.S.C.  1221e-3(aXl)) 

(Sources;  106.10(f);  105.211(f);  106.806(6); 
105.618(e);  105.628(f);  12lF.20(b),  (e).  (f),  (h). 
(i)(1)-t-(j)(2)4-(3):  123.15(aX4);  123.25(d); 
123.26(d);  123.27(d);  123.34(aX8);  132  App 
A(a)(12)4-(13);  132  App  A(bX2]4-(12):  132 
App  A(c)(e);  133  App  A(aK6):  146.24(aX2); 
155.8(c)(2);  155.8(hX2);  157.8(cX2);  157.6(f)(2); 
158.52(f):  15a7(cK2k  15a7(fX2X  ie0a.25(aXll); 
160b.e^)(5);  160d.7(e);  ie0e.9(aK3): 
ieof.l0(aK2)(iii);  160f.l0(aX3HU):  162.14(aX8): 
162.14(b)(3);  102.14(6X3);  1021^X4): 
179.26(b)(2);  180.14(e);  180.24(d);  180.34; 

180.44: 185.14(bK5);  185.24: 185.34(bX4); 
185.350>X4):  165UM(bX5):  185.e4(bX5);  186.91- 
2(bX5);  185.92-3(8X5);  185.94-3;  185.106(6): 
185.107(e);  187.12(d):  187.22(d):  187.32(d); 
187.42(d):  185.53(d);  187.63(d);  18&15(d): 

188.16;  191.33(c):  191.45(bX4);  193.14(bf. 
193.24(bX2);  194J(cX7);  196.7(fX2)) 

$  IOOa.206  Salactlon  crtlarion  adequacy 
of  rasourcaa. 

(a)  The  appropriate  official  of  the 
Education  Division  reviears  each 
application  for  infoimation  that  shows 
that  the  applicant  plans  to  devote 
adequate  resources  to  the'project 
including  resources  to  meet  the  needs  of 
persons  to  be  served  by  the  project  who 
are  member*  of  groups  that  have  been 
traditionally  underrepresented,  such  as 

(1)  Members  of  racial  or  ethnic 
minority  groups; 

(2)  Women: 

(3)  Handicapped  persons*  and 

(4)  The  elderly. 

(b)  The  official  looks  for  information 
that  shows: 

(1)  The  facilities  that  the  applicant 
plans  to  use  are  adequate;  and 

(2)  The  equipment  and  supplies  that 
the  applicant  plans  to  use  are  adequate. 

(c)  Under  a  program  using  wei^ted 
selection  criteria,  this  criterion  is 
assigned  3  percent  of  the  total  number  of 
points  assigned  to  the  program. 

(20  U.S.C  1221e-3(aXl)) 

(Sources:  105.110(JX2);  105Jni(iX2); 
106.eoe(hX2);  105.616^X2);  100.6200X2); 
12lf.20(c);  132  App  A(a)(8X  132  ^  A(bX8); 
132  App  A(cX6);  133  App  A(aX5);  153.12(bX6); 
155.8(c)(3);  155.8(hX3);  157J(cX3):  197.6(f); 
i50.7(cX3):  159.7(0:  i60b.e(bX4);  ieoe.9(aXi): 
160f.l0(aXlXvi);  162.14(8X4):  16Ze2(aX3): 
185.91-2(bX3XUi):  18S.92^X3Kiii):  185.92- 
3(a)(3)(iii):  185.108(dX4):  185.ia7(dX4); 
187.12(g)(1);  187.22(fXl);187J2(fXl); 
187.42(6X2);  18&lS(bK7);  193.14(e); 

193.a4(bX4):  1944(CX8);  19&7(c)) 
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Selection  Procedures 

§100a215  How  the  Education  Division 
selects  a  new  protect  Purpose  of 
Sfi  100aJ16-100a^1. . 

Sections  100a.21&— lOOa.221  describe 
the  process  the  appropriate  official  of 
the  Education  Division  uses  to  select 
new  projects.  All  of  these  sections  apply 
to  a  discretionary  grant  program. 
However,  only  $  lOOa.216  applies  to  a 
formula  grant  program  (see  S  lOOa.200 
for  a  description  of  the  difference 
between  a  discretionary  grant  program 
and  a  formula  grant  program). 

(20  U.S.C  1221e-3(a)(l)) 

fi  IOOa.216  Returning  an  application  to  the 
applicant 

(a)  The  appropriate  official  of  the 
Education  Division  returns  an 
application  to  an  applicant  if — 

(1)  The  applicant  is  not  eligible; 

(2)  The  application  does  not  contain 
the  information  required  under  the 
program;  or 

(3)  The  proposed  project  cannot  be 
funded  under  the  authorized  statute  or 
implementing  regulations  for  the 
program. 

(b)  If  the  appropriate  official  of  the 
Education  Division  returns  an 
application  under  this  section,  the 
official  includes  a  statement  that  gives 
the  reason  that  the  application  was 
returned. 

(20  U.S.C  1221e-3(a)(l)) 

(Sources:  OE  in-2.7JC;  153.8(a)(l8t  sent); 
lS6.8(a)(lst  sent);  178a.7;  183.30(2nd  sent); 
183.31) 

8  IOOa.217  How  the  Education  Division 
reviews  an  application. 

(a)  The  appropriate  official  of  the 
Education  Division  uses  a  group  of 
experts  to  review  an  application  unless 
the  circumstances  under  §  lOOa.219 
exist 

(b) (1)  The  appropriate  official  of  the 
Education  Division  may  use  one  or  more 
groups  of  experts  to  review  the 
applications  submitted  under  each 
program. 

(2)  Each  group  of  experts  consists  of  3 
or  more  persons  who  cu«  well  qualified 
to  review  the  applications. 

(3)  In  each  group  of  experts,  there  is  at 
least  one  person  who  is  not  an  employee 
of  the  Federal  Government 

(4)  A  person  may  not  serve  with  a 
group  of  experts  if — 

(i)  The  person  is  an  employee  of  HEW 
who  is  involved  in  the  administration  of 
the  program  for  which  the  grorp  is 
reviewing  applications;  or 

(ii)  Ther  person  was  involved  within 
the  past  year  in  the  administration  of  the 


program  for  which  the  group  is 
reviewing  applications. 

(5)  If  the  appropriate  official  of  the 
Education  Division  signs  a  waiver  for  a 
person  covered  by  paragraph  (b)(4)  of 
this  section,  the  person  may  serve  on  a 
group  of  experts. 

(c)  A  group  of  experts  uses  the 
selection  criteria  that  apply  to  the 
program  to  rate  the  quality  of  each 
application. 

(d)  after  the  groups  of  experts  have 
completed  their  review  and  have  rated 
the  applications,  the  appropriate  official 
of  the  Education  Division  prepares  a 
rank  ordering  of  the  applications.  The 
rank  ordering  of  applications  is  based 
on  the  ratings  of  the  applications  by  the 
groups  of  experts. 

(e) (1)  If  the  official  has  information 
that  affects  the  rank  ordering  of 
applications,  he  or  she  attaches  this 
i^ormation  to  the  rank  ordering. 

(2)  The  official  only  attaches 
information  to  a  rank  ordering  if  the 
information  is — 

(i)  Relevant  to  a  matter  that  affects 
selection  of  projects  for  funding  imder 
the  program;  and 

(ii)  Gained  through  appropriate 
procedures  such  as  site  visits  or 
recommendations  of  advisory  groups. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  OE  III-2.7.2A1:  01-2.7.20;  10-2.8) 

81008.218  How  the  Education  Division 
selects  new  projects. 

(a)  Under  each  program,  the 
appropriate  official  of  the  Education 
Division  selects  the  projects  of  highest 
quality  based  on  the  selection  criteria 
that  apply  to  the  program. 

(b)  In  deciding  which  projects  to 
select,  the  official  considers  the 
following: 

(1)  The  information  in  each 
application; 

(2)  The  rank  ordering  of  the 
applications;  and 

(3)  The  information  attached  to  the 
rank  ordering  of  applications. 

(c)  In  each  competition  under  a 
program  the  official  selects  projects  until 
the  funds  available  for  new  projects  are 
used  up. 

(d)  If  a  project  is  not  selected  under 
the  procedures  of  this  section,  the 
appropriate  official  of  the  Education 
Division — 

(1)  Returns  the  application  to  the 
applicant;  and 

(2)  Informs  the  applicant  why  the 
application  was  not  selected. 

(20U.S.Cl221e-3(aHl)) 

(Source:  OE  ID-ZAl) 


8100a.219  A  protect  can  bs  selected  for 
funding  without  competition. 

The  appropriate  official  of  the 
Education  Division  may  select  a  project 
for  funding  without  competition  with 
other  projects  if — 

(a)  The  objectives  of  the  project 
cannot  be  adiieved  unless  the  official 
makes  the  grant  before  the  date  grants 
can  be  made  under  the  selection 
procedure  in  8  S  lOOa.217  and  lOOa.218; 
or 

(b) (1)  The  project  was  reviewed  by  a 
group  of  experts  under  the  preceding 
competition  of  the  program; 

(2)  The  group  of  experts  rated  the 
project  hi^  enough  to  deserve  selection 
under  8  lOOa.218;  and 

(3)  The  proposed  project  was  not 
selected  for  a  grant  because  the 

'  application  was  mishandled  by  the 
location  Division. 


8  IOOs.220  Procedure  the  Education 
Division  uses  under  8 100a.219(a). 

If  the  special  circumstances  of 
8  100a.219(a)  appear  to  exist  for  an 
application,  the  appropriate  official  of 
the  Education  DiWsion  uses  the 
following  procedures: 

(a)  The  official  assembles  a  board  to 
review  the  application. 

(b)  The  boanl  consists  of — 

(1)  A  program  officer  of  the  program 
under  which  the  applicant  wants  a 
grant; 

(2)  An  HEW  grants  officer,  and 

(3)  An  HEW  employee  who  is  not  a 
program  officer  of  the  program  but  who 
is  well  qualified  to  review  the 
application. 

(c)  The  board  reviews  the  application 
to  decide  if — 

(1)  The  special  circumstances  under 
8  100a.219(a)  are  satisfied; 

(2)  The  proposed  project  rates  high 
enough,  based  on  the  selection  criteria 
that  apply  to  the  program,  to  deserve 
selection;  and 

(3)  If  the  proposed  project  is  selected, 
it  will  not  have  an  adverse  impact  on 
the  budget  of  the  program. 

(d)  The  board  forwards  the  results  of 
its  review  to  the  appropriate  official  of 
the  Education  Division. 

(e)  The  appropriate  official  of  the 
Education  Division  may  select  the 
proposed  project  if  each  of  the 
conditions  in  paragraph  (c)  of  this 
section  are  satisfi^. 

(f)  If  the  official  does  not  select  the 
project  the  applicant  may  submit  its 
application  under  the  procedures  in 
Subpart  C. 


(20  U.S.C  1221e-8(a)(l)) 
(Source:  OE  in-2.13.lB-f) 


(20  U.S.C  1221e-3(a)(l)) 

(Sources:  OE  III-2.13.1A;  III-2.13.2A  intro.) 
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9  lOOa^l  Procedurse  the  Edticatton 
Division  Uses  Under  9  100a^19(b). 

If  the  special  circumstances  of 
9  100a.219(b)  appear  to  exist  for  an 
application,  the  appropriate  official  of 
the  Education  Division  may  select  the 
project  if — 

(a)  The  official  has  documentary 
evidence  that  the  special  circumstances 
of  9  100a.219(b)  exist; 

(b)  The  official  has  a  statement  that 
explains  the  circumstances  of  the 
mishandling;  and 

(c)  The  appropriate  program  officer 
recommends  that  the  project  be 
selected. 

(20  US.C.  1221e-3(a)(l)) 

(Source:  OE  III-213.2A1-4,  B-D) 

Procedures  To  Make  a  Grant 

9  100a.230  How  tho  Education  Division 
makes  a  grant  purpose  of  99  lOOaJtSI- 
100.236. 

If  the  appropriate  official  of  the 
Education  Division  selects  a  project 
under  99  lOOa.218.  lOOa.220,  or  lOOa.221, 
the  official  follows  the  procedures  in 
9  9  100a.231-100a.236  to  tfet  the  amount 
and  determine  the  conditions  of  a  grant. 
(20  U.S.C.  1221e-3(a)(l)) 

9  IOOa.231  Additional  budget  information. 

After  selecting  a  project  for  funding, 
the  appropriate  official  of  the  Education 
Division  may  ask  the  applicant  to 
submit  additional  budget  information. 

(20  U.S.C.  1221e-3(a)(l)) 

(Source:  115.13) 

9 100aJ232  The  cost  analysis;  basis  for 
grant  amount 

(a)  Before  the  appropriate  official  of 
the  location  Division  sets  the  amount 
of  a  grant,  the  official  does  a  cost 
analysis  of  the  project.  The  official — 

(1)  Verifies  the  cost  data  in  the 
detailed  budget  for  the  project 

(2)  Evaluates  specific  elements  of 
costs;  and 

(3)  Examines  costs  to  determine  if 
they  are  necessary,  reasonable,  and 
allowable  under  applicable  statutes  and 
regulations. 

(b)  The  official  uses  the  cost  analysis 
as  a  basis  for  determining  the  amount  of 
the  grant  to  the  applicant  The  cost 
analysis  shows  whether  the  applicant 
can  achieve  the  objectives  of  the  project 
with  reasonable  efficiency  and  economy 
under  the  budget  in  the  application. 

(20  U.S.C.  1221e-3(a)(l)) 

9  IOOa.233  Setting  ttie  amount  of  the 
grant 

The  appropriate  official  of  the 
Education  Division  may  fund  up  to  100 


percent  of  the  allowable  costs  in  the 
budget.  In  deciding  what  percent  of  the 
allowable  costs  to  fund,  the  official 
considers — 

(a)  Matching  or  cost  sharing 
requirements  that  apply;  and 

(b)  Any  other  financial  resources 
available  to  the  applicant 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  lOOa.50;  158.65a(c)) 

9  IOOa.234  The  conditions  of  the  grant 

The  appropriate  official  o.‘  the 
Education  Division  makes  a  grant  to  an 
applicant  only  after  determining — 

(a)  The  approved  costs;  and 

(b)  Any  special  conditions. 

(20  U.S.C.  1221e-3(a)(l)) 

9  IOOa.235  The  notification  of  grant 
award. 

(a)  To  make  a  grant,  the  appropriate 
official  issues  a  notification  of  grant 
award  and  sends  it  to  the  grantee. 

(b)  The  notification  of  grant  award 
sets  the  amount  of  the  grant  and  gives 
other  information  about  the  grant. 

(20  U.S.C  1221e-3(a)(l)) 

9  IOOa.236  Effect  of  the  grant 
The  grant  obligates  both  the  Federal 
Government  and  the  grantee  to  the 
requirements  that  apply  to  the  grant. 

(20  U.S.C  1221e-3(a)(l)) 

Approval  of  Multi-Year  Projects 

9  100a.2S0 '  Project  period  can  be  longer 
than  one  year. 

(a)  The  appropriate  official  of  the 
Education  Division  generally  approves  a 
project  period  of  not  more  than  12 
months. 

(b)  If  an  applicant  cannot  achieve  the 
objectives  of  the  project  in  12  months, 
the  official  may  approve  a  project  period 
of  up  to  60  months. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  105.209;  113.8(a);  121.5(b);  123.04(b); 
136.10(a) +(c);  146.17(a);  14e.27(a);  160a.l7; 
160c.5(a);  160d.9(a)+(b);  160d.l7(8)  +  (b); 
160e.5(b)+(c);  160f.5(a)+(c);  160g.4: 162.17(c); 
162.44(c):  162.55(c);162.63(ch  164.06  (Ist  sent.); 
172.30;  179.27(a) +  (b);  100.20(c);  100.39(b); 
180.57(b);  100.65(b):  182.34(b)  (3rd 
sent.) + (c)(1);  191.34: 191.46;  197.7(a) +(b); 
198.8(a);  105.107;  105.302(b);  105.433;  113.2(b) 
(Ist  +  2nd  sents.);  121.5(a)  (1st  sent.); 

127.5(d);  132.13;  162.17(a);  162.44(a);  162.55(a): 
162.63(a);  169.27;  182.34(a);  187.6(a) +  (b); 
187.78: 188.11(a)+(b):  187.7(a)  (2nd  clause)) 

9  IOOa.251  The  budget  period. 

(a)  The  appropriate  official  of  the 
Education  Division  usually  approves  a 
budget  period  of  not  more  than  12 
months,  even  if  the  project  has  a  multi¬ 
year  project  period. 


(b)  If  the  official  approves  a  multi¬ 
year  project  period,  the  official — 

(1)  Makes  a  grant  to  the  project  for  the 
initial  budget  period:  and 

(2)  Indicates  his  or  her  intention  to 
make  continuation  awards  to  fund  the 
remainder  of  the  project  period. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  113.8(a);  121.5(b);  136.10(c)  (2nd 
sent..  2nd  clause);  146.17(b);  146.27(b): 

160a.l7;  160c.5(a);  160d.9(a)  +  (b);  169d.l7(b): 
160e.5(c):  160f.5(c)  (2nd  clause);  160g.4; 
162.44(c);  162.55(c);  162.63(c);  172.30: 182.34(b) 
(93rd  sent.);  180.20(c);  180.39(b);  180.57(b): 
180.65(b):  187.6(b):  191.29(a)(5);  191.46)) 

Continuation  Awards  and  Extension  of  a 
Project 

9  100a.2S3  Continuation  of  a  multi-year 
project  after  the  first  budget  period. 

(a)  The  appropriate  official  of  the 
Education  Division  may  make  a 
continuation  award  for  a  budget  period 
after  the  first  budget  period  of  an 
approved  multi-year  project  if — 

(1)  The  Congress  has  appropriated 
sufficient  funds  under  the  program: 

(2)  The  official  is  satisfied  that  the 
grantee  will  satisfactorily  complete  the 
budget  period  that  is  about  to  end: 

(3)  The  grantee  has  submitted  every 
report  that  it  must  submit  before  the 
date  of  the  continuation  award;  and 

(4)  Continuation  of  the  project  is  in  the 
best  interest  of  the  Federal  Government. 

(b)  A  grantee  that  is  in  the  final 
budget  period  of  a  project  period  may 
seek  continued  assistance  for  the  project 
under  the  procedures  for  selecting  new 
projects.  (See  Subpart  C.) 

(20  U.S.C.  1221e-3(aHl)) 

(Sources:  105.209;  105.308;  105.438;  113.8(a); 
12lh.4(b);  121.89(b);  121i.ll9(b);  123.04(d); 
123.15(b):  136.10(c)(d)-|-(e):  157.6(a) +(b); 
158.13(a);  158.52;  159.7(a) -I- (b);  160.4(c); 
160a.l7(b);  ie0c.5(a);  160d.9(a):  160d.l7(b): 
160e.5(c);  160f.5(c);  160g.4;  162.44  (c)(d)+(e); 
162.55(c)(d)-»-(e):  ie2.63(c)(d) (e);  172.30; 
172.150(c);  180.20(c);  100.39(b):  180.57(b); 
180.65(b);  182.34(b)(3rd  sent.);  187.6(c); 
188.11(c) -i-(d);  191.34;  191.46;  198.8(d)) 

9  IOOa.254  Extension  of  a  project  period. 

The  appropriate  official  of  the 
Education  Division  may  extend  a  project 
period  if: 

(a)  Special  or  unusual  circumstances 
exist  that  delay  completion  of  the 
project; 

(b)  The  grantee  provides  the  official 
with  a  written  request  or  the  extension: 

(c)  The  grantee  requests  the  extension 
at  least  45  days  before  the  end  of  the 
project  period; 

(d)  The  grantee  states  the  reason  that 
it  needs  the  extension; 

(e)  The  extension  does  not  violate  any 
statute  or  regulation;  and 


26322  Federal  Register  /  Vol.  44.  No.  88  /  Friday.  May  4.  1979  /  Propoged  Rules 


(f)  The  extension  does  ot  involve  the 
obligation  of  additional  Federal  funds. 

(20  U5.C  1221e-3(aMll) 

(Souioet:  100a.54(a)(2nd  sent.)  and  (b):  100- 
lOOd  App.  A  para.  2(b);  164.06  (3rd + 4th 
sents.);  1405.^a)(2nd  8ent.)+(b)) 

Miscellaneous 

S  IOOa.260  ANotments  and  reallotments. 

(a)  Under  some  of  the  programs  listed 
in  §  lOOa.l,  the  appropriate  official  of 
the  Education  Division  allots  funds 
under  a  statutory  or  regulatory  formula. 

(b)  If  the  official  determines  that  a 
grantee  does  not  need  all  of  the  funds 
that  are  alloted  under  one  of  these 


(20  U.S.C  1221e-3(a)(l)) 

(Sources:  lOOa.ieO;  lOOa.282;  112.17;  113.19; 
114.63(c)(lHix);  114.e3(cK2(x);  115.16;  158.85; 
160f.3(d)(3);  171  App.  Sec.  2.2(a);  189.4) 

Project  Staff 

S  IOOa.510  Use  of  a  project  diractor. 

(a)  This  section  applies  to  each 
grantee  that  uses  a  project  director  to 
administer  its  project. 

(b)  The  grantee  shall  insure  that  its 
project  director  has — 

(1)  Approprite  professional 
qualiHcations,  experience,  and 
administrative  skills;  and 

(2)  A  clear  commitment  to  the 
objectives  of  the  project 

(c)  The  grantee  shall  give  its  project 
director  sufficient  authority  to  conduct 
the  project  e^ectively  and  to  spend 
project  funds. 

(20  U.S.C  1221e-3(aMl)) 

(Sources:  155.S(eK3)  +  (4);  155.9(a)(3)  +  (4); 
157.7(b)(e);  158.9(b)(e)) 

S  lOOaSII  Waivar  of  requiremeht  for  a 
fuK-ttme  project  director. 

(a)  The  appropriate  official  of  the 
Education  Division  may  waive  a 
program  regulation  that  requires  a  full¬ 
time  project  director  if; 

(1)  The  project  will  not  be  adversely 
affected  by  the  waiver,  and 

(2) (i)  The  project  director  is  needed  to 
coordinate  two  or  more  related  projects: 
or 

(ii)  The  project  director  must  teach  a 
minimum  number  of  hours  to  retain 
faculty  status. 


programs,  the  official  reallots  the 
unneeded  funds  among  grantees  in  the 
same  way  that  the  official  reallots  funds 
among  states  under  SS  lOOb.230- 
lOOb.235. 

(20  U.S.C.  1221e-8(a)(l)) 

(Sources:  119.9(a),  (b);  129.20;  186.25(b): 
ig2.3(b),  (c).  (d)) 

Subpart  E-What  Conditions  Must  Bs 
Met  by  a  Grantee? 

Nondiscrimination 

§  IOOa.500  Federal  statutes  and 
regulations  on  nondiscriminatioa 

Each  grantee  shall  comply  with  the 
following  statutes  and  regulations: 


StatuM  RegulaSon* 


(b)  The  waiver  either  permits  the 
grantee — 

(1)  To  use  a  part-time  project  director, 
or 

(2)  Not  to  use  any  project  director. 

(c) (1)  An  applicant  grantee  may 
request  the  waiver. 

(2)  The  request  must  be  in  writing  and 
must  demonstrate  that  a  waiver  is 
appropriate  under  this  section. 

(3)  The  appropriate  official  of  the 
Education  Division  gives  a  waiver  of  a 
program  regulation  in  writing.  The 
waiver  is  effective  on  the  date  the 
official  signs  the  waiver. 

(20  U.S.C.  1221e-3(aKl)) 

(Cross  reference:  Changes  in  key  people  in  a 
research  project — See  (  74.103(c)  of  this  title) 
(Sources:  155.9(aH3);  157.7(b)(6);  159.9(b)(6)) 

§  100a.515  Qualifications  of  project  staff. 

A  grantee  shall  operate  its  project 
with  a  staff  that  is  adequate  in 
education,  experience,  and  number  to 
achieve  the  objectives  of  the  project. 

(20  U.S.C.  1221e-3(aKl)) 

(Sources:  155.5(d)(4):  157.7(bH7);  159.9(b)(7)) 

§  100a.516  Inservlce  training  for  project 
staff. 

A  grantee  shall  provide  any  necessary 
preservice  and  inservice  training  for  its 
project  staff. 

(20.U.S.a  1221e-3(a)(l)) 

(Sources:  157.7(b)(8);  159.9(b)(8)) 

§  100a.517  Use  of  consultants. 

(a)  Subject  to  federal  statutes  and 
regulations,  a  grantee  shall  use  its 


general  policies  and  practices  when  it 
hires,  uses,  and  pays  a  consultant  as 
part  of  the  project  staff. 

(b)  The  grantee  may  not  use  its  grant 
to  pay  a  consultant  unless: 

(1)  There  is  a  need  in  the  project  for 
the  services  of  that  consultant:  and 

(2)  The  grantee  cannot  meet  that  need 
by  hiring  an  employee  rather  than  a 
consultant 

(20  U.S.C  1221e-3(aMl)) 

SIOOa.518  Compensation  of 
consultants— employees  of  institutions  of 
higher  education. 

If  an  institution  of  higher  education 
receives  a  grant  for  research  or  for 
educational  services,  it  may  pay  a 
consultant's  fee  to  one  of  its  employees 
only  in  unusual  circumstances  and  only 
if — 

(a)  The  work  performed  by  the 
consultant  is  in  addition  to  his  or  her 
regular  departmental  load:  and 

(b) (1)  The  consultation  is  across 
departmental  lines:  or 

(2)  The  consultation  involves  a 
separate  or  remote  operation. 

(20  U.S.C.  1221e-3(a)(l))  • 

(Source:  lOO-lOOd  App.  A  para.  20c;  HEW 
GAM  Ch.  1^5) 

§  IOOa.519  Changes  in  key  staff  members. 

A  grantee  shall  comply  with 
S  74.103(c)(2)  of  this  title  (replacement  or 
lesser  involvement  of  any  key  project 
staff),  whether  or  not  the  grant  is  for 
research. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  lOOa.260;  lOO-lOOd  App.  A  para.  23) 

§  IOOa.520  Minimum  wage  rates. 

The  grantee  shall  pay  a  project  staff 
member  not  less  than  any  minimum 
wage  required  under  Federal  law. 

(20  U.S.C  1221e-3(a)(l)) 

(Sources:  155.12(b),  157.12(b).  158.68; 

15g.l2(b)) 

§  100a.521  Dual  compensation  of  staff. 

A  grantee  may  not  use  its  grant  to  pay 
a  project  staff  member  for  time  or  work 
for  which  that  staff  member  is 
compensated  from  some  other  source  of 
funds. 

\ 

(20  U.S.C.  1221e-3(aHl)) 

(Sources;  lOOa.261;  lOO-lOOd  App.  A  para.  17; 
1410.15) 


OaonminaSon  on  *ie  booi*  o)  raoo.  color,  or  no-  TWo  VI  ol  the  CM  Rights  Act  ol  1964  (42  ua.C.  45  CFR  Pwt  SO. 
lionalonein.  SOOOffthrough  2000d-4. 

Oecrimnalion  on  Sie  Basis  of  Sox . . .  TiUo  iX  of  the  Education  Amendments  of  1972  (20  45  CFR  Part  86. 

U.S.C.  1681-1683)1, 

Osonmnation  on  ttia  boaia  of  handkap  — Section  504  of  ttw  RehabStaaon  Ad  of  1973  (29  45  CFR  Pwt  84. 

Ua.C  794). 

Oscnmnation  on  Ste  basis  of  age . . TTio  Age  Discrimination  Ad  (42  ua.C.  6101  et  aeg.)-  46  CFR  Part  90. 
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Conflict  of  Interest 

S  IOOa.524  Conflict  of  interest  Purpose  of 
8 100O.S25. 

(a)  The  conflict  of  interest  regulations 
of  the  Education  Division  that  apply  to  a 
grant  are  in  8  lOOa.525. 

(b)  These  conflict  of  interest 
regulations  do  not  apply  to  a 
“government”  as  defined  in  8  74.3  of  this 
title. 

Note:  A  government  must  provide  a  conflict 
of  interest  assurance  under  the  standard 
application  required  by  Subpart  N  of  Part  74. 

(c)  The  regulations  in  8  100a  .525  do 
not  apply  to  a  grantee’s  procurement 
contracts.  The  conflict  of  interest' 
regulations  that  cover  those 
prooirement  contracts  are  in  Part  74  of 
this  title. 

(20  U.S.C.  1221e-3(a)(l)) 

8lOOa.525  Conflict  of  interest— 
participation  in  a  proiect 

(a)  A  grantee  may  not  permit  a  person 
to  participate  in  an  administrative 
decision  regarding  a  project  if: 

(1)  The  decision  is  likely  to  benefit 
that  person  or  a  member  of  his  or  her 
immediate  family;  and 

(2)  The  person — 

(i)  Is  a  public  oHidal;  or 

(ii)  Has  a  family  or  business 
relationship  with  the  grantee. 

(b)  A  grantee  may  not  permit  any 
person  participating  in  the  project  to  use 
his  or  her  position  for  a  purpose  that 

is — or  gives  the  appearance  of  being — 
motivated  by  a  desire  for  a  private  gain 
for  that  person  or  for  others. 

(20  U.S.C  1221e-3(a)(l)) 

(Sournts:  lOOa.250;  187.82(a):  1410.14) 

Allowable  Costs 

8  IOOa.530  General  coat  principles. 

The  general  principles  to  be  used  in 
determining  costs  applicable  to  grants 
and  cost-type  contracts  under  grants  are 
referenced  in  Subpart  Q  of  Part  74  of 
this  title. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  100a.80-100a.84;  lOO-lOOd  App.  A 
para.  4b  and  9;  lOO-lOOd  Apps.  B.  C  and  D: 
119.6: 136.08(b):  155.14: 157.14;  159.14; 
160b.7(a)(l):  160c.36(a);  160f.l5(a)(l); 

162.18(b);  162.64;  164.05(a):  109.34(b); 

191.35(a);  197.8(a)(6);  196.4(a)(2)) 

8  IOOa.531  Limit  on  totai  cost  of  a  project 

A  grantee  shall  insure  that  the  total 
cost  to  the  Federal  Government  is  not 
more  than  the  amount  set  forth  in  the 
notification  of  grant  award. 

(20  U.S.C  1221e-3(aHl)) 

(Sources:  100a.51;  lOO-lOOd  App.  A  para.  3a: 
153.14(a)(l8t  sent.);  160&10(b);  189.34) 


8  IOOa.532  Use  of  funds  for  religion 
prohibited. 

(a)  A  grantee  may  not  use  its  grant  to 
pay  for  any  of  the  following: 

(1)  Religious  worship,  instruction,  or 
proselytization; 

(2)  Equipment  or  supplies  to  be  used 
for  any  of  those  activities: 

(3)  Construction,  remodeling,  repair, 
operation,  or  maintenance  of  any  facility 
or  part  of  a  facility  to  be  used  for  any  of 
those  activities;  or 

(4>  An  activity  of  a  school  or 
department  of  divinity. 

•  (b)  As  used  in  this  section,  “school  or 
department  of  divinity”  means  an 
institution  or  a  component  of  an 
institution  whose  program  is  specifically 
for  the  education  of  students  to¬ 
ll)  Prepare  them  to  enter  into  a 
religious  vocation;  or 
(2)  Prepare  them  to  teach  theological 
subjects. 

(20  U.S.C  1221e-3(a)(l)) 

(Sources:  112.11;  113.14;  123.13(e); 

131.4(a) -I- (b);  136.0e(c):  158.66;  169.5;  171  App. 
Sec.  4.'2(c):  173.16;  179.25(c);  182.18(b): 
185.13(f):  187.4;  189.21(b)(3):  194.7(c)) 

8  IOOa.533  Acquisition  of  real  property; 
construction. 

A  grantee  may  not  use  its  grant  for 
acquisition  of  real  property  or  for 
constuction  unless  specifically  permitted 
by  the  audiorizing  statute  or 
implementing  regulations  for  the 
program. 

(20  U.S.C  1221e-3(aMl)) 

(Sourees:  184.23(b);  186.72(d):  185.92-1; 
185.103(bH3)) 

8  IOOs.534  Foreign  travel 

A  grantee  may  not  use  its  grant  for 
foreign  travel  unles  approved  in 
advance  by  the  appropriate  ofilcial  of 
the  Education  Division.  The  term 
“foreign  travel”  does  not  include  travel 
between  the  United  States.  Puerto  Rico, 
and  the  U.S.  Virgin  Islands. 

(20  U.S.C.  1221e-3(aKl)) 

(Spuioe:  lOO-lOOd  App.  A  para.  13) 

8 100a.S35  Training  grants— £  utomatic 
increases  for  additionai  dependents. 

The  appropriate  official  increases  an 
educational  training  grant  to  cover  the 
cost  of  additional  dependents  not 
specified  in  the  notification  of  grant 
award  if — 

(a)  Allowances  for  those  dependents 
are  authorized  by  the  program  statute 
and  are  allowable  under  the  grant;  and 

(b)  Appropriations  8re  available  to 
cover  the  cost 

(20  U.S.C  1221e-3(aKl)) 

(Source:  lOO-lOOd  App.  A  para.  3c) 


Indirect  Cost  Rates 


8  IOOa.560  General  indirect  cost  rates; 
exceptions. 

(a)  Appendices  C-^  to  Part  74  of  this 
title  describe  the  difierences  between 
direct  and  indirect  costs  and  include  the 
principles  for  determining  the  general 
indirect  cost  rate  that  a  grantee  may  use 
for  grants  under  most  programs. 

(b)  Sections  l(X)a.562-l(X)a.568  provide 
restrictions  on  indirect  cost  rates  under 
certain  programs. 

(20  U.S.C.  1221e-3(aXl)) 

8  IOOa.561  Approval  of  bidlrsct  cost  rates. 

(a)  The  appropriate  official  of  the 
Education  Division  approves  an  indirect 
cost  rate  for  a  grantee  other  than  a  local 
educational  agency. 

(b)  Each  State  educational  agency,  on 
the  basis  of  a  plan  approved  by  the 
Commissioner,  shall  approve  an  indirect 
cost  rate  for  each  local  educational 
agency  that  requests  it  to  do  so. 

(c)  ^ch  indirect  cost  rate  for  a 
grantee  must  be  approved  annually. 

(20  U.S.C.  1221e-3(a)(l)) 

(Source:  100c.2(a)-»-(b)) 

8  IOOa.562  indirset  cost  rates  for 
educational  training  projects. 

(a)  The  appropriate  official  of  the 
Education  Division  may  approve  an 
indirect  cost  rate  for  an  educational 
training  project  at  the  lesser  of — 

(1)  The  actual  indirect  cost  rate  of  the 
grantee;  or 

(2)  Eight  percent  of  the  total  direct 
costs  of  the  project 

(b)  This  section  does  not  apply  to¬ 
ll)  A  State  (as  defined  in  8  74.3  of  this 

title);  or 

(2)  A  local  government  (as  defined  in 
8  74.3  of  this  title). 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  lOO-lOOd  App.  A  para  4c;  155.11(c); 
157.11(c);  159.11(c):  160c.36(a):  160f.l5(d)) 

8  IOOa.563  Restricted  indirect  cost  rate— 
progiwns  covered. 

Sections  100a.564-100a.568  apply  to 
each  program  that  has  a  statutory 
requirement  not  to  supplant  Federal 
funds,  including  the  following; 


Program 
BSingual  Education 


EoSow  Through  Program 


Indian  Elementary  and 
Secondary  School 
Assistanoe  (Part  A) 
Strengtherring  Derreloping 
Institutes  Program 

(20  U.S.C  1221e-3(8Hl)) 
(Source:  lOOc.1) 


Authorizing  statute 
Title  VII  of  the 
Elementary  and 
Secondary  Education 
Act 

Sections  551-554  of  the 
Community  Services 
Act  of  1974 

TWe  HI  o(  Public  Law  61- 

874. 

TWelNolSwHHiher 
Education  Act 


26324 
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§  IOOa.564  Restricted  indirect  cost  rate- 
formula. 

(a)  An  indirect  cost  rate  for  a  grant 
under  a  program  covered  by  §  lOOa.563 
is  determin^  with  the  following 
formula; 

Indirect  cost  rates  (Administrative 
charges + Fixed  charges)— (Other 
expenditures). 

(b)  Administrative  charges,  fixed 
charges,  and  other  expenditures  must  be 
determined  under  §§  100a.565-100a.567. 
(20  U5.C.  1221e-3(a)(l)) 

(Source;  100c.2(c)) 

§  100a.S65  Administrative  charge. 

(a)  As  used  in  S  lOOa.564, 
“administrative  charge^  means  the  cost 
of  an  activity  that  is  for  the  direction 
and  control  of  the  grantee's  affairs  that 
are  oigamzation-wide.  An  activity  is  not 
organizanon-wide  if  it  is  limited  to  one 
activity,  component  of  the  grantee, 
subject,  phase  of  operations,  or  other 
single  responsibility. 

(b)  The  term  includes  a  service 
function,  such  as  accounting,  payroll,  or 
personnel,  that  is  normally  at  the 
grantee's  level  even  if  the  function  is 
physically  located  elsewhere  for 
convenience  or  better  management. 

(c)  The  term  does  not  include 
expenditures  for. 

(1)  The  governing  body  of  the  grantee; 

(2)  Compensation  of  the  chief 
administrative  officer  of  the  grantee; 

(3)  Compensation  of  the  chief 
administrative  officer  of  each  of  the 
components  of  the  grantee;  and 

(4)  Operation  of  the  immediate  offices 
of  these  officers. 

(20U.S.C.  1221e-d(a)(l)) 

(Source:  100c.2(d)) 

§  IOOa.566  Fixed  charges. 

As  used  in  $  lOOa.564,  “fixed  charges” 
only  include  contributions  of  the  grantee 
to: 

(a)  Retirement,  including  State, 
county,  or  local  retirement  funds,  social 
security,  and  pension  payments;  and 

(b)  Property,  employee,  and  liability 
insurance. 

(20  U.S.C.  1221e-3(a)(l)) 

(Source;  100c.2(e)) 

S  IOOa.567  Other  expenditures. 

(a)  As  used  in  $  lOOa.564,  “other 
expeoflitures”  means  the  grantee's  total 
expenditures  for  its  Federal  and  non- 
Federal  activities  in  the  most  recent 
year  for  which  data  are  available. 

(b)  The  term  does  not  include: 

(1)  Administrative  charges  determined 
under  §  lOOa.565: 


(2)  Fixed  charges  determined  imder 
§  lOOa.566; 

(3)  Capital  outlay: 

(4)  Debt  service; 

(5)  Fines  and  penalties: 

(6)  Contingencies;  and 

(7)  Election  expenses. 

(20  U.S.C.  1221e-3(a)(l)) 

(Source:  100c.2(c)) 

§  IOOa.566  Uaing  the  restricted  Indirect 
cost  rate. 

(a)  Under  the  programs  referenced  in 
§  lOOa.563,  the  maximum  amount  of 
indirect  costs  under  a  grant  is 
determined  under  the  following  formula; 

Indirect  costs = (Indirect  cost  rate)  X  (Total 
direct  costs  of  the  grant  minus  any  costs 
for  capital  outlay,  debt  service,  or 
election  expenses). 

(b)  If  a  grantee  uses  an  indirect  cost 
rate,  the  administrative  and  fixed 
charges  covered  by  that  rate  must  be 
excluded  from  the  direct  costs  it  charges 
to  the  grant 

(20  U.S.C.  1221e-3(aKl)) 

(Source:  100c.2(f)-f  (g)) 

Coordination 

§  100a.580  Coordination  with  other 
activities. 

(a)  A  grantee  shall,  to  the  extent 
possible,  coordinate  its  project,  with 
other  activities  that  serve  similar 
purposes. 

(b)  The  grantee  shall  continue  this 
coordination  during  the  entire  project 
perioa. 

(20  U.S.C.  1221e-3(a)(l)) 

(Source:  lOOa.275) 

§  IOOa.581  Methods  of  coordination. 

Depending  on  the  objectives  and 
requirements  of  a  project,  coordination 
could  include  one  or  more  of  the 
following; 

(a)  Planning  the  project  with 
organizations  and  individuals  who  have 
similar  objectives  or  concerns. 

(b)  Sharing  information,  facilities, 
staff,  services,  or  other  resources. 

(c)  Using  the  grant  funds  so  as  not  to 
duplicate  or  counteract  the  effects  of 
funds  made  available  under  other  ' 
programs. 

(d)  Using  the  grant  funds  to  increase 
the  impact  of  funds  made  available 
under  other  programs. 

(20  U.S.C.  1221e-3(aHl)) 

Evaluation 

§  100a.590  Evaluation  by  the  grantee. 

A  grantee  shall  evaluate  at  least 
annually: 


(a)  The  grantee's  progress  in  achieving 
the  objectives  set  forth  in  its  approved 
application; 

(b)  The  effectiveness  of  the  project  in 
meeting  the  purposes  of  the  program; 
and 

(c)  The  effect  of  the  project  on  persons 
being  served  by  the  project  including 
persons  who  are  members  of  groups  that 
have  been  traditionally 
underrepresented,  such  as  members  of 
racial  or  ethnic  minority  groups,  women, 
handicapped  persons,  and  the  elderly. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  lOOa.276: 121b.ll(b)  (2nd  sent.); 
121b.l3(a);  121c.34(b);  121e.5: 123.23(a)(5): 
127.8(d);  155.9(a)(5):  160b.53(f):  178a.4(c)(5); 
187.01(d)) 

§  100a.S91  Federal  evaluation— 
cooperation  by  a  grantee. 

A  grantee  shall  cooperate  in  any 
evaluation  of  the  program  by  the 
Secretary  or  the  appropriate  official  of 
the  Education  Division. 

(20  U.S.C.  1226c,  1231a) 

(Sources:  123.14(bK7)(i);  123.24(bK7Hi|: 
123.53(b)(2)(i);  158.3(b):  ie0b.3(b)(7)(ii): 
160c.l4(g):  160c.l5(g);  160c.31(d);  160f.8(g): 
162.38(6);  162.40(a)(3):  185.13(d):  187.81(dK2)) 

§  IOOa.592  Federal  evaluation— satisfying 
requirement  for  grantee  evaluation. 

If  a  grantee  cooperates  in  a  Federal 
evaluation  of  a  program,  the  appropriate 
official  of  the  Education  Division  may 
determine  that  the  grantee  meets  the 
evaluation  requirements  of  the  program, 
including  |  lOOa.590. 

(20  use.  1226c.  1231a) 

Construction 

§  100a.600  Use  of  a  grant  for 
construction— purpose  of  S9  100a.601- 
100a.615. 

Sections  100a.601-100a.615  apply  to: 

(a)  An  applicant  if  it  requests  funds 
for  construction;  and 

(b)  A  grantee  if  its  grant  includes 
funds  for  construction. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  lOOa.155: 105.507;  1422.1(a) -*-(d)) 

§  100a.601  Applicant’s  assessment  of 
environmental  impact 

The  applicant  shall  provide  the  HEW 
regional  office  with  its  assessment  of  the 
impact  of  the  project  on  the  quality  of 
the  environment  in  accordance  with 
section  102(2)(c)  of  the  National 
Environmental  Policy  Act  of  1906  and 
Executive  Order  No.  11514  (34  FR  4247). 

(42  U.S.C.  4332(2)(c).) 

(Sources:  lOOa.185;  1422.7) 
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S  IOOa.602  Preservation  of  historic  sites 
must  be  dsscrtbscl  in  the  appNcstioa 

(a)  The  applicant  shall  describe  in  its 
application  the  project’s  relationship  to 
and  probable  effect  on  any  district,  site, 
building,  structure,  or  object  that  is 
included  in  the-National  Register  of 
Historic  Preservation  of  the  National 
Park  Service. 

(b)  In  deciding  whether  to  make  a 
grant,  the  appropriate  offfcial  of  the 
Education  Division  considers: 

(1)  The  information  provided  by  the 
applicant  under  paragraph  (a)  of  this 
section:  and 

(2)  Any  comments  by  the  advisory 
council  on  historic  preservation. 

(16  U.S.C.  470n 
(Sources:  100a.l86(  1422.41) 

§  lOOa.603  Qrantss’s  Utte  to  stts. 

The  grantee  must  have  or  get  a  full 
title  or  other  interest  in  the  site, 
including  right  of  access,  that  is 
sufficient  to  insure  the  grantee’s 
undisturbed  use  and  possession  of  the 
facilities  for  not  less  than  the  useful  life 
of  the  facilities  or  50  years,  whichever  is 
longer. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  lOOa.161: 170.53(a);  1422.3) 

§  IOOa.604  AvaNabMty  of  cost-sharing 
funds. 

(a)  The  grantee  shall  insure  that 
sufficient  funds  are  available  to  meet 
any  non-Federal  share  of  the  cost  of 
constructing  the  facility. 

(20  U.S.C  1221e-3(aHl)) 

(Sources:  lOOe.171;  1422.15) 

§  IOOa.605  Beginning  the  construction. 

(a)  The  grantee  shall  begin  work  on 
the  project  within  a  reasonable  time 
after  the  grant  is  made. 

(b)  The  grantee  shall  get  approval  by 
the  appropriate  o^icial  of  the  Education 
Division  of  the  final  working  drawings 
and  specifications  before  the 
construction  is  advertised  or  placed  on 
the  market  for  bidding. 

(20  U.S.C.  1221e-3(aKl)) 

(Sources:  lOOa.lSS;  100a.l59(a);  1422.13: 
1422.35) 

§  100a.606  Competing  the  construction. 

(a)  The  grantee  shall  complete  the 
project  within  a  reasonable  time. 

(b)  The  grantee  shall  complete  the 
construction  in  accordance  with  the 
application  and  approved  drawings  and 
specifications. 

(20  U.S.C.  1221e-3(aKl)) 

(Sources:  lOOa.lSS;  100a.l59(b):  1422.13; 
1422.35) 


i  100a.607  General  consideratlone  In 
designing  faculties  and  carrying  out 
construction. 

(a)  The  grantee  shall  insure  that  the 
construction  is — 

(1)  Functional: 

(2)  Economical;  and 

(3)  Not  elaborate  in  design  or 
extravagant  in  the  use  of  materials, 
compared  with  facilities  of  a  similar 
type  constructed  in  the  State  or  other 
applicable  geographic  area. 

(b)  The  grantee,  shall,  in  developing 
plans  for  the  facilities,  consider 
excellence  of  architecture  and  design, 
and  inclusion  of  works  of  art  'The 
grantee  may  not  spend  more  than  1 
percent  of  the  cost  of  the  project  on 
inclusion  of  works  of  art. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  lOOa.157: 112.2(h);  1422.1(c);  ESEA 
section  502(b)(c)) 

§  100a.608  Areas  hi  the  facilities  for 
cultural  activities. 

The  grantee  shall  make  reasonable 
provision,  consistent  with  the  other  uses 
to  be  made  of  the  facilities,  for  areas  in 
the  facilities  which  are  adaptable  for 
artistic  and  other  cultural  activities. 

(20  U.S.C.  1221e-3(aKl)) 

(Sources:  lOOa.173: 1422.11) 

§  100a.609  Comply  with  safety  and  health 
standards. 

In  planning  for  and  designing  facilities 
the  grantee  shall  observe  nationally 
recognized  safety  and  health  standards 
and  codes,  including: 

(a)  National  Hre  Protection 
Association  standards; 

(b)  Standards  under  the  Occupational 
Safety  and  Health  Act  of  1970  (^b.  L 
91-576);  and 

(c)  State  and  local  codes,  to  the  extent 
that  they  are  more  stringent. 

(29  U.S.C.  651)  • 

(Sources:  lOOa.184: 1422.5) 

S  100a.610  Access  by  the  handicapped. 

Each  grantee  shall  comply  with  the 
Federal  regulations  on  access  by  the 
handicapped  that  apply  to  construction 
and  alteration  of  facilities.  These 
regulations  are — 

(a)  For  residential  facilities — 24  CFR 
Part  40;  and 

(b)  For  non-residential  facilities— 41 
CFR  Subpart  101-19.a 

(20  U.S.C.  1221e-3(8)(l)) 

(Sources:  lOOa.189;  106.503(e);  1422.33) 

§100a.611  Avotdance  of  flood  hazards. 

In  planning  the  construction,  the 
grantee  shall,  in  accordance  with  the 
provisions  of  Executive  Order  No.  11988 
of  February  la  1978  (43  FR  6030)  and 


such  rules  and  regulations  as  may  be 
issued  by  the  Secretary  to  carry  out 
those  provisions — 

(a)  Evaluate  flood  hazards  in 
connection  with  the  construction:  and 

(b)  As  far  a  i  practicable,  avoid 
uneconomic,  hazardous,  or  unnecessary 
use  of  flood  plains  in  connection  with  its 
construction. 

(E.O.  No.  11296.) 

(Sources:  lOOa.190;  112.2(e)(2);  1422.37) 

§  100a.612  Supervision  and  inspection  by 
the  grantee. 

’The  grantee  shall  maintain  competent 
architectural  engineering  supervision 
and  inspection  at  the  construction  site  to 
insure  that  the  work  conforms  to  the 
approved  drawings  and  speciHcations. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  lOOa.172;  1422.25) 

S  IOOa.613  Relocation  assistance  by  the 
grantee. 

The  grantee  is  subject  to  the 
regulations  on  relocation  assistance  and 
real  property  acquisition  in  part  15  of 
this  title. 

(20  U.S.C.  1221e-3(aK1)) 

(Sources:  lOOa.191;  1422.39) 

S  100a.614  Grantee  must  have  operational 
funds. 

The  grantee  shall  insure  that  sufficient 
funds  will  be  available  when 
construction  is  completed  for  effective 
operation  and  maintenance  of  the 
facility. 

(20  U.S.C.  1221e-3(aH1)) 

(Sources:  lOOa.171;  1422.15) 

S  IOOa.615  Operation  and  maintenance  by 
the  grantee. 

The  grantee  shall  operate  and 
maintain  the  facilities  in  accordance 
with  applicable  Federal,  State,  and  local 
requirements  for  the  operation  and 
maintenance  of  those  facilities. 

(20  U.S.C.  1221e-3(aKl)) 

(Sources:  lOOa.170;  1422.31) 

Equipment  and  Supplies 

9100a.618  Charges  for  use  of  equipment 
or  supplies. 

A  grantee  may  not  charge  students  or 
school  personnel  for  the  ordinary  use  of 
equipment  or  supplies  purchased  with 
grant  funds. 

(20  U.S.C.  1221e-3(a)(1|) 

(Source:  134.62) 

Publications  and  Copyrights 

S  100a.620  General  conditions  on 
publication. 

(a)  Content  of  materials.  Subject  to 
any  specific  requirements  that  apply  to 
its  grant,  a  grantee  may  decide  the 
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format  and  content  of  project  materials 
that  it  publishes  or  arranges  to  have 
published.  However,  the  grantee  shall 
avoid  race  stereotype  or  sex  bias  in 
project  materials,  as  used  in  this 
section — 

(1)  “Race  stereotype”  means  an 
assumption  that  members  of  a  racial 
group  share  common  abilities,  interests, 
values,  or  roles  because  they  are 
members  of  that  group;  and 

(2)  “Sex  bias”  means  an  attitude  that 
supports  struchuing  the  educational 
development  of  boys  and  girls 
differently  on  any  basis  other  than 
physiological  differences. 

(b)  Required  statement.  The  grantee 
shall  insure  that  any  publication  that 
contains  project  materials  also  contains 
the  following  statements: 

“The  contents  of  this  (insert  type  of 
publication:  e.g.,  book,  report,  film)  were 
developed  with  ffnancial  assistance 
from  the  (insert  name  of  agency  in  the 
Education  Division  that  provided  the 
grant).  Department  of  Health,  Education, 
and  Welfare.  However,  those  contents 
do  not  necessarily  represent  the  position 
or  policy  of  that  agency  and  a  reader 
should  not  infer  endorsement  by  the 
Federal  Government.” 

(20  U.S.C  1221e-3(a)(l]) 

f  IOOa.621  Copyright  policy  for  grantees 
and  contractors. 

(a)  A  grantee  may  copyright  project 
materials  in  accordance  with  Part  74  of 
this  title. 

(b)  A  contractor  may  not  copyright 
any  project  materials  developed  under 
the  contract  unless  specifically 
permitted  in  the  contract. 

(20  U.S.C.  1221e-3(a)(1)) 

§  IOOa.622  Definition  of  “project 
materials.” 

As  used  in  §  lOOa.620  “project 
materials”  means  copyri^table  work 
developed  with  funds  ffom  a  grant  or 
contract  of  the  Education  Division. 

(20  U.S.C  1221e-3(a)(l)) 

Inventions  and  Patents 

§  IOOa.625  Invention  and  patent  policy. 

Grantees  and  contractors  are  subject 
to  the  HEW  policy  regarding  inventions 
and  patents  in  45  CFR  Parts  6  and  8. 

§  IOOa.626  Show  federal  support;  give 
papers  to  vest  title. 

(a)  Any  patent  application  filed  by  the 
grantee  for  an  invention  made  under  a 
grant  shall  include  the  following 
statement  in  the  first  paragraph: 

“The  invention  described  in  this 
application  was  made  under  a  grant 
&om  the  (insert  name  of  agency  in  the 


Education  Division  that  gave  the  grant). 
Department  of  Health,  Education,  and 
Welfare.” 

(b)  On  request,  the  grantee  shall 
fu^sh  HEW  with  executed  instruments 
prepared  by  the  Federal  Government, 
and  other  papers  that  may  be  necessary, 
to  vest  in  the  Federal  Government  the 
rights  reserved  to  it  in  accordance  with 
a  determination  made  in  accordance 
with  Part  8  of  this  title.  These 
instruments  and  papers  enable  the 
Government  to  apply  for  and  prosecute 
a  patent  application,  in  any  country,  to 
cover  each  invention  for  which  the 
Federal  Government  has  the  right  to  ffle 
an  application. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  lOO-lOOd  App.  A  para.  12;  1409.5: 
1415.17) 

Other  Requirements  for  Certain  Projects 

§  IOOa.680  Participaflon  of  chHdrsn 
snroHsd  in  private  schools. 

If  the  authorizing  statute  for  a 
program  requires  that  a  grantee  must 
provide  an  opportunity  for  participation 
by  children  enrolled  in  private  schools, 
the  grantee  shall  provide  that 
opportimity  in  accordance  with  the 
requirements  that  apply  to  subgrantees 
under  SS  100b.650-100b.663  of  this  title. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  123.16(d):  158.29;  158.30; 

160b.25(b) + (c);  162.12(c)(2)(i)(C) + (c)(2)(ii)(B): 
162.40(b)(2)(ix):  185.42(a) + (b)(2)  +  (e)  -  (h); 
185.95-6) 

S  IOOa.681  Indian  SeN-Oetarmination  and 
Education  Assistance  Act 

The  Indian  preference  provisions  of 
Section  7(b)  of  the  Indian  Self- 
Determination  and  Education 
Assistance  Act  (25  U.S.C.  450e)  apply  to 
the  following  programs: 

(a)  Vocational  education — The 
contract  program  for  Indian  Tribes  and 
Indian  Organizations  (see  Subpart  2  of 
Part  105  of  this  title). 

(b)  The  Indian  Education  Act  (Part  B) 
(See  Part  187  of  this  title). 

(c)  Tbe  Indian  Education  Act  (Part  C) 
(See  Part  188  of  this  title). 

(25  U.S.C  450e(b)) 

(Sources:  105.202: 187.3;  188.4) 

8  IOOa.682  Protection  of  human  research 
subjects. 

If  a  grantee  uses  a  human  subject  in  a 
resear^  project,  the  grantee  shall 
protect  the  person  from  physical, 
psychological,  or  sociological  harm. 

(20U.S.C  1221e-3(a)(l)) 

(Source:  1410.2) 


8  IOOa.683  Treatment  of  animals. 

If  a  grantee  uses  an  animal  in  a 
project  the  grantee  shall  provide  the 
animal  with  proper  care  and  humane 
treatment  in  accordance  with  the 
Animal  Welfare  Act  of  1970. 

(Pub.  L  89-544,  as  amended). 

(Sotnces:  lOOa.270;  lOO-lOOd  App.  A  para.  24; 
1410.3) 

8  IOOa.684  Health  or  safety  standards  for 
facOities. 

A  grantee  shall  comply  with  any 
Federal  health  or  safety  requirements 
that  apply  to  the  facilities  that  the 
grantee  uses  for  the  project. 

(20  U.S.C.  1221e-3(a)(l)) 

(Source:  lOO-lld  App.  A  para.  16) 

8  IOOa.685  Day  care  services. 

(a)  If  a  grantee  uses  program  funds  to 
proidde  day  care  services,  the  grantee 
shall  comply  with  the  Federal 
Interagency  Day  Care  Regulations  in 
Part  71  of  ibis  title. 

(b)  The  appropriate  official  of  the 
Education  Division  may  waive  this 
requirement  by  publication  of  a  notice  in 
the  Federal  Register. 

(20  U.S.C  1221e-3(a)(l)) 

Subpart  F— What  are  the 
Administrative  Responsibilities  of  a 
Grantee? 

General  Adminbtrative  Responsibilities 

8  IOOa.700  Compliance  with  statutes, 
regulations,  and  applications. 

A  grantee  shall  comply  with 
applicable  statutes,  regulations,  and 
approved  applications,  and  shall  use 
Federal  funds  in  accordance  with  those 
statutes,  regulations,  and  applications. 

(20  U.S.C  1221e-3(a)(l)) 

(Sources:  lOO-lOOd  App.  A  para.  2a; 
153.ie(b)(2);  183.4(b)(3);  185.13(m);  1405.1) 

8  IOOa.701  The  grantee  administers  or 
supervises  the  project 

(a)  A  grantee  shall  directly  administer 
or  supervise  the  administration  of  the 
project 

(b)  The  grantee  may  not  transfer 
responsibility  to  others,  in  whole  or  in 
part,  for  using  program  funds  or  for 
carrying  out  of  project  activities. 

(20  U.S.C  1221e-3(a)(l)) 

(Sources:  100a.l8(a);  lOOa.30;  lOO-lOOd  App. 

A  para.  15. 105.60^);  105.624(a); 
121c.l0(b)(5)-(c):  123.14(bKl):  123.24(b)(1); 
123.33(bHl);  132.7(c):  148.16(a):  148.26(a); 
160aJn(a);  160b.22(e);  160c.ll(d)(2); 
162.11(b)(4MIHlli);  162.61(dHl)-(3); 

183.4(bMl):  185.13(b):  186.12(a);  1400.5; 
1403.5(a):  1414.1(b)) 
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S  IOOa.702  Fiscal  control  and  fund 
accounting  procsdurss. 

A  grantee  shall  use  fiscal  control  and 
fund  accounting  procedures  that  insure 
proper  disbursement  of  and  accounting 
for  Federal  funds. 

(20  U5.C.  1221e-3(a)(l)) 

(Sources:  lOO-lOOd  App.  A  para.  5^ 
123.14(b)(3);  123.24(bH3);  123.33(b)(3): 
16e.26(a)(15);  iee.36(a)(12):  170.4;  171.7(a); 
186.12(6);  192.4(1)) 

§  IOOa.703  Obligation  of  funds  during  tbs 
grant  period. 

A  grantee  may  only  use  grant  funds 
for  obligations  it  makes  during  the  grant 
period. 

(20  U.S.C.  1221e-3(a)(l)) 

S  IOOa.707  When  obligations  are  made. 

The  following  table  shows  when  a 
grantee  makes  obligations  for  various 
kinds  of  property  and  services. 

If  the  obligation  ft  Then  the  obligation 
for—  ft  made— 

(a)  Acquiattion  ol  real  or  On  the  date  the  grantee 

personal  property  makes  a  bifKKng 

'  written  commitment  to 

acquire  the  property. 

(b)  Personal  services  by  When  the  services  are 

an  employee  of  the  performed, 

grantee 

(c)  Personal  services  by  a  On  the  date  the  grantee 

contractor  who  is  not  an  makes  a  binding 

employee  of  the  grantee  written  commitment  to 

get  the  personal 
servioea. 

(d)  Performance  of  work  On  the  date  the  grantee 

other  than  personal  makes  a  binding 

services  written  commitment  to 

get  the  work. 

(e)  Public  utility  services  When  the  grantee 

receives  the  services. 

(f)  Travel  When  the  grantee’s 

personnel  take  the 
travel. 

(g)  Rental  of  real  or  When  the  grantee  uses 

personal  property  the  property. 

(h)  A  preaward  cost  that  On  the  date  the  grant 

was  properly  approved  was  made. 

by  the  appropriate 
official  of  the  Education 
Oivnion  under  the  cost 
principles  in  Appendices 
C-P  to  Pwt  74  of  this 
Mle. 

(20  U.S.C.  1221e-3(a)(l)) 

(Source:  lOOa.55) 

S  100a.708  Prohibition  of  subgrants. 

A  grantee  may  not  make  a  subgrant 
under  a  program  listed  in  lOOa.l  unless 
specifically  authorized  by  statute. 

(20  U.S.C  1221e-3(a)(l)) 

(Sources:  leOall(dMl):  162.ei(dH2)) 

Reports 

S  IOOa.720  Financial  and  parformanco 
reports. 

(a)  This  section  applies  to  the  reports 
required  under  Subpart  I  (Financiai 
reporting)  and )  (Performance  reporting) 
or  Part  74  of  this  title. 


(b)  A  grantee  shall  submit  these 
reports  annually,  unless  the  appropriate 
official  of  the  Education  Division  allows 
less  frequent  reporting.  However,  a 
grantee  of  the  National  Institute  of 
Education  shall  submit  these  reports 
quarterly. 

(c)  The  appropriate  offical  of  the 
Education  Division  may,  under  §  74.7 
(Special  grant  or  subgrant  conditions)  or 
S  74.72(e)  (Grantee  accounting  systems), 
require  a  grantee  to  report  more 
frequently  than  annually. 

(20  U.S.C  1221e^a)(l))  7 

Records 

§  100a.730  Records  related  to  grant 
funds. 

A  GRANTEE  SHALL  KEEP  RECORDS  ’THAT 
FULLY  SHOW— 

(a)  The  amount  of  funds  under  the 
grant; 

(b)  How  the  grantee  uses  the  funds: 

(c)  The  total  cost  of  the  project; 

(d)  The  share  of  that  cost  provided 
from  other  sources;  and 

(e)  Other  records  to  facilitate  an 
effective  audit. 

(20  U.S.C.  1232f) 

(Sources:  lOOa.477;  lOO-lOOd  App.  A  para.  5a- 
b;  GEPA  Section  437(a)) 

§  100a.731  Records  related  to 
compliance. 

A  grantee  shall  keep  records  to  show 
its  compliance  with  Federal  statutes  and 
regulations  that  apply  to  the  grant 
(20  U.S.C.  1221e-3(a)(l)) 

§  IOOa.732  Records  related  to 
performance. 

(a)  A  grantee  shall  maintain  records 
of  significant  project  experiences  and 
results. 

(b)  The  grantee  shall  use  the  records 
under  paragraph  (a)  to¬ 
ll)  Determine  progress  in 

accomplishing  project  objectives;  and 
(2)  Revise  those  objectives,  if 
necessary. 

(20  U.S.C.  1221e-3(aKl)) 

(Source:  172.52) 

(Cross-ceferance:  Procedures  for  revising 
objectives — See  45  CFR  74.103  (b)  and  (c)) 

S  IOOa.733  Rocords  ralatod  to  Stato 
approval  of  applications. 

(a)  Hiis  section  applies  to  programs 
that  require  State  approval  of 
applications.  . 

(b)  The  State  shall  establish  a 
complete  case  file  on  each  application  it 
receives. 

(c)  The  State  shall  keep  a  full  record 
of— 

(1)  Any  hearing  related  to  an 
application;  and 


(2)  Any  proceeding  by  which  the  State 
establishes  relative  priorities  or 
recommends  Federal  shares  for  eligible 
projects. 

(20  U.S.C.  1221e-3(aKl)) 

(Sources:  170.5;  171.9) 

§  IOOa.734  Record  retention  period. 

A  grantee  is  subject  to  the 
requirements  in  Subpart  D  of  Part  74  of 
this  title  with  respect  to  records  that  it 
must  keep.  However,  Section  437fa)  of 
the  GEPA  requires  that  a  grantee  must 
keep  records  for  five  years  after  the 
completion  of  the  activity  for  which  it 
uses  grant  funds. 

(20  U.S.C.  1232c) 

(Sources:  100a.477(a);  lOO-lOOd  App.  A  para. 
5e;  119.61;  170.5;  in.9;  192.12;  GEPA  Section 
437(a)) 

Privacy 

S  IOOa.740  Protection  of  and  accessibility 
to  student  records. 

Most  records  on  present  or  past 
students  are  subject  to  the  requirements 
of  Section  438  of  GEPA  and  its 
implementing  regulations  under  Part  99 
of  this  title.  (Section  438  is  the  Family 
Educational  Rights  and  Privacy  Act  of 
1974.) 

(20  U.S.C.  1231g) 

(Sources:  185.91-3(c);  GEPA  Section  438) 

S  100O.741  Protection  of  students’  privacy 
in  research  and  testing. 

(a)  Section  430(a)  of  GEPA  provides 
that  parents  or  guardians  of  children 
who  participate  in  a  research  or 
experimentation  project  funded  by  the 
Office  of  Education  must  be  given 
access  to  instructional  material  used  in 
that  project;  and 

(b)  A  grantee  shall  comply  with 
Section  439(b)  of  GEPA  with  respect  to 
psychiatric  or  psychological 
examination,  testing,  or  treatment  of 
students  as  part  of  a  project  funded  by 
the  Office  of  Education. 

(20  U.S.C  1232h) 

(Source:  GEPA  Section  439) 

Data  Collection  by  a  Grantee 

§  IOOa.750  Approval  by  the  Education 
Division. 

A  grantee  does  not  have  to  get 
approval  from  the  Education  Division' 
for  the  use  of  a  data  collection 
instrument  unless — 

(a)  Approval  is  specifically  required 
under  the  grant;  or 

(b)  Approval  by  OMB  is  required  for 
some  other  reason  under  OMB  Circular 
A>40. 

(20  U.S.C  1221e-3(aMl)) 
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(SouraeK  lOOa^dKl):  lOO-IOOd  App.  A 
para.  21) 

Note^Tbe  OMB  review  will  be  replaced  by 
review  by  the  Secretary  niider  the 
“paperwork  oontrol”  requirement  in  Pub.  L 
B6-5ei.  Proceduree  for  t^t  review  are  being 
developed  separately  and  may  be 
incorporated  in  EIX>AR  at  a  later  date.  That 
review  will  cover  activities  of  all  Federal 
agencies  whenever — 

(a)  The  respondents  are  primarily 
educational  agencies  or  institutions;  and 

(b)  The  ptirpose  of  these  activities  is  to 
request  information  needed  for  the 
management  of,  or  the  formulation  of  policy 
related  to  Federal  education  programs  or 
research  or  evaluation  studies  related  to  the 
implementation  of  Federal  education 
programs. 

§  IOOa.751  Procedures  if  approval  is 
required. 

If  approval  of  a  data  collection 
instnunent  is  specifically  required  under 
a  grant,  or  if  approval  by  the  Office  of 
Management  and  Budget  is  required 
under  OMB  Circular  A-40  for  some 
other  reason,  the  grantee  shall  submit 
seven  copies  of  each  of  the  following  to 
the  appropriate  o^icial  of  the  Education 
Division: 

(a)  The  proposed  data  instrument. 

(b)  A  completed  Office  of 
Management  and  Budget  Standard  Form 
83. 

(c)  The  supporting  statement  required 
in  the  “Instructions  for  Requesting  OMB 
Approval  under  the  Federal  Reports 
Act,"  as  set  forth  in  Standard  Form  No. 
83A. 

(20  U.S.C  1221e-3(a)(l)) 

(Source:  100a  .263(d)(2)) 

§  IOOa.752  Responsibility  for  data 
collection. 

Unless  the  OfiTice  of  Management  and 
Budget  approves  a  data  collection 
instrument,  the  grantee  may  not  in  any ' 
way  represent  or  imply  that  the  data  is 
being  collected  by  or  for  the  Federal 
Government.  This  does  not  preclude  the 
grantee  from  acknowledging  the 
assistance  it  received  under  the  grant. 

(20  U.S.C.  1221e-3(a)(l)) 

(Source:  100a.263(e)) 

S  IOOa.753  Confidentiality  of  response. 

In  using  data  collection  instruments,  a 
grantee  shall  provide  for  anonymity  and 
confidentiality  of  responses  from 
individuals. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  100a.263(c)(2):  1410.1) 

S  IOOa.754  Exception  from  coverage. 

The  regulations  in  §§  lOOa.750 — 
lOOa.753  do  not  apply  to  instruments 
that  deal  solely  with— 


(a)  Functions  of  technical  proficiency, 
such  as  scholastic  aptitude,  school 
achievement  and  vocational 
proficiency; 

(b)  Routine  demographic  information: 
or 

(c)  Routine  institutional  information. 
(20  U.S.C  1221e-3(a)(l)) 

(Source:  lOOa.263) 

8  IOOa.755  Definitions  used  in 
$8  100a.750-100a.753. 

As  used  in  8§  100a.750-100a.753: 

"DataTcoUection  instrument”  means  a 
report  form,  application  form,  schedule, 
questionnaire,  or  similar  instrument  for 
getting  answers  to  identical  questions 
fix>m  ten  or  more  respondents. 

“Respondent"  is  an  individual  or 
organization  from  whom  information  is 
collected  either  directly  or  indirectly. 

(20  U.S.C  1221e-3(a)(l)) 

(Source:  100a.283(a)) 

Subpart  G— What  Procedures  Does  the 
Education  Division  Use  to  Get 
Compliance? 

8  IOOa.900  Waiver  of  regulations 
prohibited. 

(a)  No  official,  agent  or  employee  of 
Hl^  may  waive  any  regulation  that 
applies  to  an  Education  Division 
program,  unless  the  regulation 
specifically  provides  that  it  may  be 
waived. 

(b)  No  act  or  failure  to  act  by  an 
official,  agent  or  employee  of  HEW  can 
afiect  the  right  of  the  appropriate  official 
of  the  Education  Division  to  enforce  a 
regulation. 

(43  Dea  Comp.  Gen.  31  (1963) 

(Source:  lOOa.483) 

8  IOOa.901  Suspension  and  termination. 

(a)  The  appropriate  official  of  the 
Education  Division  uses  the 
Department’s  Grant  Appeals  board  to 
resolve  disputes  within  the  jurisdiction 
of  that  board.  The  regulations  governing 
the  Grant  Appeals  board  are  in  Part  16 
of  this  title  (See  45  CFR  16.5  for 
jurisdiction  of  the  board). 

(b)  The  Commissioner  may  use  the 
Education  Appeals  Board  to  resolve 
disputes  that  are  not  within  the 
jurisdiction  of  the  Grant  Appeals  Board. 

(c)  The  following  regulations  in  Part 
74  of  this  title  apply  to  suspension  and 
termination  of  a  grant: 

(1)  Section  74.113  (Violation  of  terms). 

(2)  Section  74.114  (Suspension). 

(3)  Section  74.115  (Termination). 

(4)  The  last  sentence  of  §  74.73(c) 
(Financial  reporting  after  a  termination). 

(4)  Section  74.112  (Amounts  payable 
to  the  Federal  Government). 


(20U.8.Cl221e-3(a)(l)) 

(SoufoeK  111.1: 111.2(bKc):  111.3: 111.4: 111.5: 
111.6: 111.7:  iiiA  111.9:  lli.io:  iii.e9(a) 

(third  sent)  and  (b)-(h)) 

8  IOOa.902  Informal  procaduraa. 

Although  either  the  appropriate 
official  of  the  Education  Division  or  the 
grantee  may  request  an  informal 
meeting  regarding  a  proposed 
termination,  the  grantee  is  considered, 
for  purposes  of  8  16.5(b)(2)  of  this  title, 
to  have  exhausted  Education  Division 
informal  procedures  when  the  grantee 
receives  the  notice  of  termination. 

(20  U.S.C  1221e-3(a)(l)) 

(Source:  100a.495(g)(2)) 

8  IOOa.903  Effactiva  data  of  termination. 
Termination  is  effective — 

(a)  On  delivery  to  the  grantee  of  the 
notice  of  termination;  or 

(b)  If  the  Grant  Appeals  Board  takes 
jurisdiction  of  the  termination 
proceeding,  on  final  decision  under 

§  16.10  of  thus  title. 

(20  U.S.C.  1221e-3(a)(l)) 

PART  lOOb-STATE-ADMINISTERED 
PROGRAMS 

Subpart  A— Ganarai 

Reguladons  That  Apply  to  State- 
Administered  Programs 

Sec. 

lOOb.l  Programs  to  which  these  regulations 
apply. 

lOOb.2  Exceptions  in  program  regulations  to 
Part  100b. 

lOOb.3  HEW  general  grant  regulations  apply 
to  these  programs. 

lOOb.4  Statutes  determine  eligibility  and 
whether  subgrants  are  made. 
lOOb.5  A  State  distributes  funds  by  formula 
or  competition. 

Subpart  B — How  a  State  Applies  for  a  Grant 
State  nans  and  Applicatimu 
lOOb.lOO  Effect  of  this  subpart. 
lOOb.lOl  The  general  State  application. 
lOOb.102  Definition  of  “State  plan“  for  Part 
100b. 

lCOb.103  Three-year  State  plans. 
lOOb.104  A  State  shall  include  certain 
certifications  in  its  State  plan. 
lOOb.105  The  Governor  has  45  days  to 
conunent  on  the  State  plan. 
lOOb.106  State  plan  is  public  information. 

Amendments 

lOOb.140  Amendments  to  a  State  plan. 
lOOb.141  An  amendment  requires  the  same 
procedures  as  the  document  being 
amended. 

lOOb.142  An  amendment  is  approved  on  the 
same  basis  as  the  document  being 
amended. 
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Subpart  C  How  a  Qrant  la  Mada  to  a  State 

Approval  or  Disapproval  by  the 
OMomissiooer 

lOOb.201  A  State  plan  must  meet  all 

statutory  and  regulatory  requirements. 
lOOb.202  Opportunity  for  hearing  before  a 
State  plan  is  disapproved. 
lOOb.203  The  notification  of  grant  award. 

Allotments  and  ReaDotments  of  Grant  Funds 

lOOb.230  Allotments  are  made  under 
program  statute. 

lOOb.231  Funds  that  exceed  a  State’s  needs 
are  realloted. 

lOOb.232  Limits  on  amount  of  reallotment  to 
a  State. 

lOOb.233  The  notice  of  reallotment 
lOOb.234  Realloted  hmds  are  part  of  a 
State’s  grant 

lOObJZSS  The  statement  of  need  for  funds. 

Subpart  D  How  To  Apply  to  tho  State  for  a 
Subgrant 

lOOb.300  Contact  the  State  for  procedures  to 
follow. 

lOOb.301  Local  educational  agency  general 
application. 

lOOb.302  The  notice  to  the  subgrantee. 
100b.303  Joint  applications  and  projects. 
lOOb.304  State  and  subgrantee  shall  make 
subgrant  application  available  to  the 
public 

lOOb.306  Amendments  to  applications. 

Subpart  E— How  a  Subgrant  Is  Mada  to  an 
Appiteant 

lOOb.400  State  procedures  for  reviewing  an 
application. 

lOOb.401  An  apphcant  has  an  opporUinity 
for  a  hearing. 

Subpart  F— What  Conditions  Must  ba  mat 
by  tha  State  and  Its  Subgrantaas 

Nondiscrimination 

100b.S00  Federal  statutes  and  regulations  on 
nondiscrimination. 

Allowable  costs 

10(rt).530  General  cost  principles. 
lOObJISI  Specific  cost  principles  in  Part 
100a. 

Indirect  Cost  Rates 
100b.S60  General  indirect  cost  rates: 
exceptions. 

100b.561  Approval  of  indirect  cost  rates. 
100b.se2  Restricted  indirect  cost  rate; 
programs  covered. 

Coordinatioo 

lOOb.580  Coordination  with  other  activities. 
lOOb.581  Methods  of  coordination. 

Evaluation 

100b.601  Federal  evaluation — cooperation  . 
by  a  grantee. 

lOOb.592  Federal  evaluation — satisfying 
requirement  for  State  or  subgrantee 
evaluation. 

Construction 

100b.e00  Where  to  find  construction 
regulations. 


Participation  of  Children  enrollad  In  Private 
Schools 

lOOb.650  Private  sdiools;  purpose  of  ' 
f  1 100b.651-100b.e63. 
lOOb.esi  Responsibility  of  a  State. 

100b.e52  Responsibility  of  a  subgrantee. 
100b.e53  Consultation  with  representatives 
of  private  school  students. 
lOOb.654  Needs,  number  of  students,  and 
types  of  services. 

lOOb.656  Same  or  diffetenl  benefits  for 
private  school  students. 
lOOb.656  Level  of  expenditures  for  students 
enrolled  in  private  schools. 
lOOb.657  Information  in  an  application  for  a 
subgrant 

lOOb.658  Separate  classes  prohibited. 
lOOb.659  Funds  not  to  benefit  a  private 
school. 

lOOb.660  Use  of  public  school  personneL 
lOOb.661  Use  of  private  school  personneL 
lOOb.662  Equipment  and  supplies. 
lOOb.663  Construction. 

Other  Requirements  for  Certain  Programs 

lOOb.680  Inventions  and  patents. 

100b.6e2  Protection  of  human  research 
subjects. 

lOOb.683  Treatment  of  animals. 

100b.6e4  Health  or  safety  standards  for 
facilities. 

lOOb.665  Day  care  services. 

Subpart  Q— What  art  tha  AdmWatratiya 
RasponsibMtIea  of  tha  State  and  Ha 
Subgrantaas 

General  Administrative  Responsibilities 

lOOb.700  Compliance  with  statutes, 

regulations.  State  plan,  and  applications. 
lOOb.701  State  or  subgrantee  administers  or 
supervises  each  project 
lOOb.702  Fiscal  control  and  fund  accounting 
procedures. 

lOOb.703  When  a  State  may  begin  to 
obligate  funds. 

lOOb.704  When  certain  subgrantees  may 
begin  to  obligate  funds. 

'iOOb.705  Funds  may  be  obligated  during  a 
“carryover  peri(^“  ^ 

lOOb.706  Obligations  made  during  a 

carryover  period  are  subject  to  current 
statutes,  regulations,  and  applications. 
lOOb.707  When  obligations  are  made. 

Reports 

lOOb.720  Financial  and  performance  reports 
by  a  State. 

lOOb.721  A  subgitmtee  makes  reports 
required  by  the  State. 

Records 

lOOb.730  Records  related  to  grant  funds. 
lOOb.731  Records  related  to  compliance. 
lOOb.734  Record  retention  period 

Privacy 

lOOb.740  Protection  of  and  accessibility  to 
student  records. 

lOOb.741  Protection  of  student’s  privacy  in 
research  and  testing. 

Use  of  Funds  by  States  and  Subgrantees 
lOOb.750  More  than  one  program  may  assist 
a  single  activity. 


lOOb.751  Federal  funds  may  pay  100  percent 
of  costs. 

State  Admiidstrattve  Responsibilities 
lOOb.760  A  State  shall  perform  certain 
duties  with  respect  to  the  applications 
for  subgrants. 

lOOb.761  A  State  shall  encourage  eligible 
applicants  to  apply. 

lOOb.7^  Other  responsibilities  of  the  State. 
Complaint  Procedures  of  the  State 
lOOb.780  A  State  shall  adopt  complaint 
procedures. 

lOOb.781  An  organization  or  individual  may 
file  a  complaint 

lOOb.762  Minimum  complaint  procedures. 

Subpart  H— What  Procaduraa  Doaa  tha 
Coramiaaionar  Uaa  To  Oat  CompNanca 

lOOb.900  Waiver  of  regulations  prohibited 
lOOb.901  Regulations  in  Part  74  on 
suspension  and  termination. 
lOOb.902  Education  Appeals  Board 
lOOb.603  Judicial  review. 

Authority:  Section  40e(a}(l)  of  Pub.  L  90- 
247,  as  amended  88  Stat  559, (20  U.S.C  •' 
1221e-3(a)(l)),  unless  otherwise  noted 

PART  lOOb— 8TATE-AOMINISTEREO 
PROGRAMS 

Subpart  A— General 

Regulatioiis  That  Apply  to  State- 
Administered  Programs 

(IOOb.1  Programs  to  which  these 
regulatlona  apply. 

The  regulations  in  part  100b  apply  to 
the  progranu  of  the  Office  of  Education 
that  are  listed  in  the  following  table.  In 
addition  to  the  name  of  the  program,  the 
table  gives  the  statute  that  authorizes 
the  program,  the  regulations  that 
implement  the  program,  and  die  number 
that  the  Catalog  of  Federal  Domestic 
Assistance  (CTOA)  gives  to  the  progam. 

(20  U.S.C  lZ21e-a(aKlJ) 

(Note.— Some  programs  are  not  funded 
Chedc  with  the  State  agency  responsible  for 
administering  the  program.) 

8  IOOb.2  ExcapUona  in  program 
regulations  to  Part  100b. 

If  a  program  has  regulations  that  are 
not  consistent  with  part  100b,  the 
implementing  regulations  for  that 
program  identify  the  sections  of  part 
100b  that  do  not  apply. 

(20  U.S.C  1221»-3(a)(l)) 

8  IOOb.3  HEW  general  grant  regulations 
apply  to  these  programs. 

The  HEW  general  ^ant  regulations  in 
Part  74  of  this  title  apply  to  the  programs 
covered  by  this  part  To  find  subjects 
covered  under  Part  74,  look  in  the  table  ■ 
of  contents  at  the  beginning  of  Part  74. 

(20  U.S.C  1221e-3(aHl)) 
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Mvw  of  pn)Qwn 


AuffiortilnB  sMuIb 


fcnplqmowang 

reguiationt 


CFDA  nuinber 


FinanoM  AmMmo  to  tmf  EducMonif  AgvKlM  to  Mael 
irw  Spacial  Educational  Naada  of  Educationaly  Oapctoad 
CMdran  (aacapl  Coordinatioa  of  Migrant  Education  wid 
TranaMon  of  Magtoctod  or  Oeinqiient  CMdran— Saa 
Part  tOOa). 

Granto  to  Slato  Aganciaa  far  Proyama  to  Maal  ttw  Spadat 
Educational  Naada  of  CMdran  in  Institutiona  for  Neglact- 
ad  or  DeknquaHl  CMWtan. 

Granto  to  State  Educational  Agendaa  for  Programs  to  Meal 
the  Spacial  Educational  Naada  of  Migratory  CMdran. 

State  Basic  SWHa  Program . . 

Financtaf  Asafalanoa  tor  School  Ubtary  Resources,  Text¬ 
books  and  Otoer  Inatructional  Matariais. 

Sttoptaatontory  Canton  and  Sanrtoas,  Guidanoe.  Counaattogi 
and  Testing  Proipama. 

•Mtruclional  MtoaMfs  aito  School  Ltorwy  Resources,  laa> 
prouantonl  to  locto  EducaSonal  PiacSoea,  and  GiSd- 
anoe,  counaafing,  and  Tasting. 

Strangtoaning  Stole  Educattonaf  Agency  Managsmani _ 

Fadaral  Pawncial  Aialatanca  tor  Slrai^ithaning  State  Oapwt- 
ments  of  Educaton— Basic  Gtarrts. 

Community  SctXMla  Program. _ _ _ _ _ 

Gifted  and  Talecaad  CMdran  Rogram _ _ _  , 


A.  Elementary  and  Secondmmv  Bducatkm  RaoeiMMs 

Tide  l-A  of  the  Elementary  and  Secondary  Education  Parts  116  and  116a. 
Act  (except  Secaone  143  and  159  (SO  UeXI 
2701-S754), 


todbefaneae  Refugee  Chldran  Progrwn . . 

Strengtoerang  toatrucfton  to  AoadanSc  Subtocts  to  Pttofc 
Schools. 

State  Rearing  improYoment  Programs . . 


Sections  151-153  of  6w  Ctomantory  and  Secondary  Parts  116,  ii«r 
Education  Act  (20  U.S.C.  2761-^2769. 

Sectiona  141-143  of  toe  Dameraary  arxl  Secorxlary  Parts  116, 116d . . «... 

Education  Act  (20  U.S£.  27S1-2763|. 

Tto*  li-®  «*  toe  Eleaaantory  and  Saoonitoiy  Education  Nona . . . 

Act  (20  U9C.  2601-2004). 

TWe  H  of  6w  Elamentanr  and  Secondary  Education  Part  117 . . . 

Act  (as  to  eSact  SapL  30, 1676). 

TJtle  IN  of  die  Elamantary  and  Secondary  Education  Part  116 _ 

Act  (as  to  eftaci  SapL  30. 1676). 

Tida  IV  of  toa  BamaMary  and  Saoonitory  Education  Parts  134, 134a  and  134b. 
Ad  (20  U.aC  1601-1039 

Tlda  V-B  of  toe  Damantary  and  Secondary  Education  Nona _ 

Ad  (20  UaC  3161-3163. 

TWe  V-A  (—apt  aadton  SOfr-See  Part  ICOa)  of  toe  Pwt  116,  Subpart  B _ 

Elementary  and  Secondary  Education  /tot  (as  to 
affad  Septambar  30, 1678). 

TWa  vm  d  toe  ESEA  (axoapi  Sedtons  606-613—  None... . 

Sea  Pan  100a)  (20  U&C  3281-3266). 

TWe  DC  of  6ia  Etomansary  and  Secorxlary  Educatxm  None .  ■ 

Ad  (axoapi  Sacdon  806-Saa  Part  lOOa)  (20 
UAC  3311-6314;  3316-3318). 

TWa  N  of  toa  tododitoa  RaAigae  ChSlran  Asaistanoe  Nona _ _ _ 

Ad  (20  UAa  12119 

TWe  m-A  of  toe  National  Oato—  Educaton  Ad  of  Ptol  141 . . 

1656  (20  OSjC.  441-444). 

TWe  VH-B  of  toe  EdUcadon  Amendments  of  1674  (20  Part  162,  Subpwt  C _ 

UAa  1641-1644). 


•  H: 

13.426  and  13A12. 


13.431. 


13l42Si 


IBiSTOandlSSTI. 


Nona. 


Stato^peiated  pregrams  tor  Handtoapped  CMIdran _ 

Aasisiance  to  States  tor  Education  d  Handicappad  (Mdran. 
tooentive  Grants. . . 


B.  Education  of  tne  Hanocafpeo  Programs 

Sedtons  146-147  d  die  Elaraantory  and  Secondary  Parts  116, 116b 
Eihicaton  Ad  (26  UAC.  2771-2772). 

Rtot  B  d  toe  Educaton  d  toe  Hatxiriapped  Ad  (20  PmI  121a . 

UAC.  1411-1418;  1420). 

8acton6l6dtoaritNdtondtoaltondtoappedAd  PartiSlia . 

(20  U.S.C.  1418). 


-  13.427. 

-  13.4481 

-  13.446. 


C  Ooot—  AM>  Adult  Education  rnrwRAMa 


Ca— r  EdUcatton-Slala  Alotneni  Pro^am 
Slate  AduH  Educaton  Pre^wns. _ 


^  A  at  TMa  I  d  6w  Wocaiond  Educaton  Ad  (20 
U.SXX  2301-2461). 

Career  EtoKaton  tocantira  Ad  (axoapi  aadroru  10. 

11,  and  12)  (20  U.&C  2601-2614). 

AihW  Ertocaton  Ad  (exospt  aectons  306,  314,  and 
318-See  Part  10Qa(  (20  ilAC  I36l-I21la). 


Part  104 . . 

Pari  166 . . 


13.463,  13.464,  1S4SB,  13i48S  did 
13J00. 

Mona. 


13.400 


Servica  and  Contniing  Eiiiealfon  Progiana 
Special  Programs  and  Protects — See  Put  1009 
a  Incentive  Grant  Program . 

Intonaatoa  Caniats  Progrun  .  _ 

rents  tor  State  fitidsnf  Financd  Assistancs 
Program. 

roonduy  Educaton  Commtsaions  toogrdn— to- 
Plarxiing. 


a  Hiqher  Eoucatkm  PROGMutie 

TWe  I  d  toe  Highar  Educaton  Ad  (except  aacton 
106)  (20  USX:.  1001-1005;  1006-1011). 

Sections  415A-41SE  d  the  ftgher  Education  Ad  (20 
U.S.C.  1070c  torppgh  10700-4). 

Sactona  410A  and  4166  d  6w  MUmt  Educaton  Ad 
(20  U.aa  1070d-2  and  10706-3). 

Sacton  403C  d  toe  Highar  Education  Ad  (20  UAC 
10e8&-3)L  . 

Section  1203(a)  d  toa  Educaton  Ad  (20 

U.aC.  l086b-3). 


Part  173  (except  Subpart  Q _ 

Part  102 . . 

Part  137 _ 

Pdt  178a _ _ 

Part  teea _ _ _ _ 


—  13.401. 

—  13.546 

—  13^85. 
13.582. 

—  13.550. 


E  Oncn  Programs 

LWrary  Services  and  Consiructon  Ad  (20  U.S.C _ Pdt  lao 

Sectxxi  842  d  toe  Education  Amendments  d  1674  Pdt  156 
(20  U.aC.  246). 


Ubrary  Servtoas.  PUbic  LNuary  Cd—ucSon  and..... 
Assidance  to  Rtsiss  _ 


13.404,  13b406  did  16.465. 
13L572. 
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8  lOOb^  Statutes  determine  eUglbiRty  and 
wtietfier  subgrants  are  made. 

(a)  Under  a  program  listed  in  8  lOOb.l, 
the  Commissioner  makes  a  grant — 

(1)  To  the  State  agency  designated  by 
the  authoriUng  statute  for  the  program; 
or 

(2)  To  the  State  agency  designated  by 
the  State  in  accordance  with  the 
authorizing  statute. 

(b)  The  authorizing  statute  determines 
the  extent  to  which  a  State  may — 

(1)  Use  grant  funds  directly;  or 

(2)  Make  subgrants  to  eligible 
applicants. 

(c)  The  regulations  in  Part  100b  on 
subgrants  apply  to  a  State  under  a 
program  only  if  subgrants  are  authorized 
under  that  program. 

(d)  The  authorizing  statute  determines 
the  eligibility  of  an  applicant  for  a 
subgrant 

(20  U.S.C.  1221e-3(a)(l)) 

8  IOOb.5  A  State  distributea  funds  by 
fonnute  or  competition. 

If  a  program  statute  authorizes  a  State 
to  make  subgrants,  the  statutes  requires 
the  State  to  use  one  of  the  following  two 
methods  to  distribute  funds: 

(a)  An  objective  formula;  or 

(b)  A  competition  among  the 
applicants  or  some  other  procedure  that 
gives  the  State  discretion  to  select 
siigrantees. 

(20  U.S.C  1221e-3(aKl)) 

Subpart  B— How  a  State  Applies  for  a 
Grant 

State  Plans  and  Applications 
8100b.100  Effect  of  this  subpart 

This  subpart  establishes  general 
requirements  that  a  State  must  meet  to 
apply  for  a  grant  under  a  program  listed 
in  8  lOOb.l.  Additional  requirements  are 
in  the  authorizing  statute  and  the 
implementing  regulations  for  the 
program. 

(20  U.S.C  1221e-3(a)(l) 

8  IOOb.101  The  general  State  appNcation. 

(a)  This  section  applies  to  the 
programs  listed  in  8  lOOb.l  under  which 
the  State  educational  agency  may  make 
subgrants  to  local  educational  agencies. 

(b) (1)  A  State  shall  submit  to  the 
Commissioner  a  general  application  that 
contains  the  assurances  set  forth  in 
Section  435(b)  of  the  General  Education 
Provisions  Act  (GEPA). 

(2)  The  State  may  submit — 

(i)  A  single  general  application  to 
cover  all  of  the  programs; 

(ii)  A  group  of  general  applications, 
..each  general  application  covering  either 


a  group  of  programs  or  an  individual 
progam. 

(20  U.S.C  1232d) 

(Source:  GEPA  Section  435) 

(Note.  Appendix  A  to  this  part  contains  the 
sections  of  GEPA  that  are  relevant  to  part 
100b.) 

8 100b.102  Definition  of  ‘‘State  pten”  for 
Part  100b. 

As  used  in  this  part,  “State  plan** 
means  any  of  the  following  documents 
that  a  State  submits  to  the 
Conunissioner  under  the  authorizing 
statute  for  a  program  listed  in  8  lOOb.l:  * 

(a)  Compensatory  education.  The 

application  under  Section  162  of  Title  I 
of  the  Elementary  and  Secondary 
Education  Act  / 

(b)  Basic  skills.  The  agreement  under 
Title  Il-B  of  the  Elementary  and 
Secondary  Education  Act 

(c)  Library  resources.  State  plan 
under  Title  n  of  the  Elementary  and 
Secondary  Education  Act  (as  in  effect 
on  Sept  30. 1978). 

(d)  Innovative  projects:  Guidance  and 
Counseling.  The  State  plan  under  Title 
III  of  the  Elementary  and  Secondary 
Education  Act  (as  in  effect  on  Sept  30. 
1978). 

(e)  Libraries:  Innovative  projects: 
Guidance  and  Counseling.  The  State 
plan  under  Title  IV  of  the  Elementary 
and  Secondary  Education  Act 

(f)  State  educational  agencies.  The 
State  plan  under  Title  V-B  of  the 
Elementary  and  Secondary  Education 
Act 

(g)  State  educational  agencies.  The 
application  under  Title  V-A  of  the 
Elementary  and  Secondary  Education 
Act  (as  in  effect  September  30, 1978). 

(h)  Community  schools.  The  State 
plan  under  Title  VIII  of  the  Elementary 
and  Secondary  Education  Act. 

(i)  Gifted  and  talented  children.  The 
application  under  Section  904(b)(1)  of 
Title  IX  of  the  Elementary  and 
Secondary  Education  Act 

(I)  Indochinese  children.  The 
application  under  Section  205  of  Title  n 
of  the  Indochina  Refugee  Children 
Assistance  Act 

(k)  Academic  subjects.  The  State  plan 
under  Title  III-A  of  the  National 
Defense  Education  Act 

(l)  Reading.  The  agreement  under  Title 
VII-B  of  the  Education  Amendments  of 
1974. 

(m)  Handicapped  Children.  The  State 
plan  under  Part  B  of  the  Education  of  the 
Handicapped  Act 

(n)  Handicapped  children.  The 
application  under  Section  619  of  the 
Education  of  the  Handicapped  Act 


(o)  Vocational  education.  The  annual 
program  plan  under  Part  A  of  Utle  I  of 
the  Vocational  Education  Act 

(p)  Career  education.  The  application 
under  Section  6  of  the  Career  l^ucation 
Incentive  Act 

(q)  Adult  education.  The  State  plan 
under  the  Adult  Education  Act 

(r)  Community  services.  The  State 
plan  under  Title  I  of  the  Higher 
Education  Act 

(s)  State  student  incentives.  The 
application  under  Section  415C  of  the  ' 
Hi^er  Education  Act 

(t)  State' student  incentives.  The 
application  under  Section  493C  of  the 
Higher  Education  Act 

(u)  Postsecondary  commissions.  The 
application  for  State  postsecondary 
education  commission — interstate 
planning,  under  section  1203(a)  of  the 
Higher  Vacation  Act 

(v)  Libraries.  The  basic  State  plan 
under  the  Library  Services  and 
Construction  Act 

(w)  State  equalization.  The 
application  under  Section  842  of  the 
Education  Amendments  of  1974. 

(20  U.S.C.  1221e-3(a)(l)) 

(*Note. — Some  of  the  programs  listed  in  this 
section  are  not  currently  funded.) 

8 100b.l03  Three-year  Stete  plans. 

(a)  Beginning  no  later  than  fiscal  year 
19n,  each  State  plan  will  be  effective 
for  a  period  of  three  fiscal  years,  unless 
the  program  regulations  provide  for  a 
longer  effective  period. 

(b)  If  the  Commissioner  determines 
that  the  three-year  State  plans  under  a 
program  should  be  submitted  by  the 
States  on  a  staggered  schedule,  the 
Commissioner  may  require  groups  of 
States  to  submit  or  resubmit  their  plans 
in  different  years. 

(20  U.S.C.  1231g(a)) 

(Source:  GEPA  Section  430(a)) 

8100b.104  A  State  Shan  teducte  certain 
certifications  In  its  Stete  pten. 

(a)  A  State  shall  include  the  following 
certifications  in  a  State  plan: 

(1)  That  tlie  plan  is  submitted  by  the 
State  agency  that  is  eligible  to  submit 
the  plan. 

(2)  That  the  State  agency  has 
authority  under  State  law  to  perform  the 
functions  of  the  State  under  ^e 
program. 

(3)  That  the  State  legally  may  carry 
out  each  provision  of  the  plan. 

(4)  That  all  provisions  of  the  plan  are 
consistent  with  State  law. 

(5)  That  a  State  officer,  specified  by 
title  in  the  certification,  has  authority 
under  State  law  to  receive,  hold,  and 
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disburse  Federal  funds  made  available 
under  the  plan. 

(6)  That  the  State  officer  who  submits 
the  plan,  qiecified  by  title  in  die 
oerttBcadon.  has  andiority  to  submit  the 
plan. 

(7)  That  the  agency  that  submits  the 
plan  has  adc^^  or  otherwise  formally 
approved  the  plan. 

(8)  That  the  plan  is  the  basis  for  State 
operation  and  administration  of  the 
program. 

(SooKSs:  10«.f7l(a)+(b)-|-n>):  116.3(aH4); 
117JKe)-»-(f):  lia6(c);  118.7(b); 
121a.ll2(a)-(-(b);  130  App.:  141.4;  141.5;  141A 
166.14;  166  A;  173.12;  173.21) 
(20U.S.C.1221e-3(aHl))  . 

ftOOb  Tba  Oovemof  has  45  days  to 
commenl  on  the  State  plan. 

(a)  Before  a  State  sulmiits  a  State  plan 
to  the  Commissioner,  the  State  shall  give 
Hs  Governor  45  days  to  comment  on  the 
plan. 

(b)  The  State  shall  attach  to  the  plan 
any  comments  the  Governor  makes. 

(c)  If  the  Governor  does  not  comment, 
the  official  who  submits  the  State  plan 
shall  certify  that — 

(1)  The  State  submitted  the  plan  to  the 
Governor  at  least  45  days  before 
submitting  it  to  the  Commissioner,  and 

(2)  The  Governor  did  not  comment. 

(20  U.&C  1221e-3(aKin 

(Sowoes:  lOOb.36;  118.22(bH2);  130  A;^.  A 
para.  3;  130  App.  B  Sec.  1.2(d);  166.16(a);  166 
App.  A  (10);  CnUb  Circular  A-95) 

i  100b.  106  State  plan  is  public 
MonnaOon. 

A  State  shall  make  the  following 
documents  available  for  public 
inspection: 

(a)  An  State  plans  and  related  official 
materials; 

(b)  All  dociunents  that  the 
Commissioner  transmits  to  the  State 
regarding  a  program;  and 

(c)  All  documents  that  the  State  uses 
to  administer  or  operate  a  program. 

(20  US.C  1221e-3(a)(l)} 

(SowcK  104.141(f)(9)) 

Amendments 

§  IOOb.140  Anwndments  to  a  State  plan. 

(a)  If  the  Commissioner  determines 
that  an  amendment  to  a  State  plan  is 
essential  during  the  effective  period  of 
the  plan,  the  State  shall  make  the 
amendment. 

(b)  A  State  shall  also  amend  a  State 
plan  if  there  is  a  significant  and  relevant 
change  in — 

(1)  The  information  or  the  assurances 
in  the  plan; 

(2)  Tbe  administration  or  operation  of 
the  plan;  or 


(3)  The  organixatknii,  pedicles,  or 
operations  of  the  State  agency  that 
received  the  grant  if  the  cha^e 
materially  affects  the  information  or 
assurances  in  the  plan. 

(29  UA€.  1221»-a(a)(l);  GEPA  Section  430(a)) 
(Souraes:  lOOb.28;  116d  J(a);  117.5(d);  11&6; 
173.11;  GEPA  Section  430(a)) 

8  IOOb.141  An  amendment  requires  the 
same  procedures  as  the  document  being 
amendert 

A  State  shall  use  the  same  procedures 
to  amend  a  State  idan  or  other  document 
it  submits  to  the  Commissioner,  as  it 
uses  to  prepare  and  submit  the 
document  itself. 

(20  U.S.C  1221e-3(a)(l)) 

(Sources:  lOOb.28;  lOOb.38;  llOdA;  118A(e); 
118.22(b)(2);  130  App.  para.  3;  ie6.64(b);  166 
App.  A  (10)) 

8 100b.142  An  asfienOnent  Is  approved  on 
the  same  basis  as  the  domanent  being 
amended. 

Hie  Commissioner  uses  the  same 
procedures  to  approve  an  amendment  to 
a  State  plan  or  other  document  a  State 
submits  as  the  Commissioner  uses  to 
approve  the  document  itself. 

(20  UA.C.  1221e-a(aXl)) 

(Souroe:  lOObJIS) 

Subpmrt  C  How  a  Grant  Is  Made  to  a 
State 

Approval  or  Disapproval  by  the 
Commissioner 

8 100b.2D1  A  StaSi  plen  muet  meet  a> 
etstutory  end  regulatory  requirements. 

The  Commiaaioner  approves  a  State 
plan  if  it  meets  the  requirements  of  the 
Federal  statutes  and  regulations  that 
apply  to  the  jdan. 

(20  U.S£.  1221e-3(a)(l)) 

(Soarcer  llOdSO;  117.5(g);  130.16(b);  141.3; 
141A  ie6.16(b))  ^ 

8  ioab.202  Opportunity  for  a  hearing 
before  a  Stele  plan  ic  disapproved. 

The  Commissioner  may  disapprove  a 
State  plan  only  after — 

(a)  Notifying  the  State; 

(b)  Offering  the  State  a  reasonable 
opportunity  for  a  hearing;  and 

(c)  Holding  the  hearing,  if  requested 
by  t^  State. 

(20  U.S.C  1221e-3(aKl)) 

(SoufceK  104.271(a);  ll'/.5(g);  i3C.A0{b);  141.9; 
ie6.16(b);  173.15(a]l 

8  IOOb.203  The  notification  of  grant 

awarcL 

(a)  To  make  a  grant  to  a  State,  the 
Commissioner  issues  a  notification  of 
grant  award  and  sends  H  to  the  State. 

(b)  The  notification  of  grant  award 
tells  the  amount  of  the  grant  and 


provides  other  infonnatiaa  aboot  the 
grant. 

(20  U.8XL  1221e-8(a)(in 
(Sources:  117.5(g);  141.M 

ADtoments  and  ReaOotments  of  Grant 
Funds 

8100b.230  ABotments  ere  mede  under 
program  etahita. 

The  Commissioner  aOots  program 
funds  to  a  State  in  accordance  with  the 
authorizing  statute  for  the  program. 

(20  U.S.C  1221e-d(aKin 

8  IOOb.231  Funds  that  asceed  a  Stale’s 
needs  are  raaSoled. 

(a)  If  the  Commissioner  determines 
that  a  State  has  more  funds  than  H 
needs  under  a  program,  the 
Commissioner  may  reduce  a  grant  under 
the  program  to  the  amount  needed  by 
the  State. 

(b)  The  Commissioner  may  determine 
that  a  State  has  more  funds  than  it 
needs  on  the  basis  of— 

(1)  Statements  the  State  sotunits  under 
8  lOOb.235;  and 

(2)  Other  relevant  infonnation  that  is 
available  to  the  Commissioner. 

(c)  If  the  Commisskmer  reduces  a 
grant  to  a  State  trader  pamgroph  (a)  of 
this  section,  the  CoaomrieeioiMr  rsaBols 
the  funds  to  odier  States. 

(20  U.S.C.  1221e-8(aXl)) 

(Sources:  116d.22(d);  im52(a);  m42; 
134.74(b):  162.2e(a);  141JaM4  (off 

8l00b.232  UmHeonaroowtel 
reaHotment  to  a  Stale. 

If  the  CommissioDer  reallots  fuiuls  to 
a  State  under  8  100b.2Bl,  the  amount  of 
the  reallotmoit — 

(a)  Cannot  result  in  the  State’s 
receiving  more  than  ha  maximum 
entitlement  under  the  program;  and 

(b)  Cannot  be  more  than  the  amount 
the  State  needs  under  the  program. 

(20  U.S.C.  1221e-3(aNl)) 

(Source:  116a.ll(a)(3)) 

8100b.233  The  notice  of  resBatmirit 
Before  any  reallotment,  the 
Commissioner  notifies  each  State 
affected  by  the  reaHotment  The  notice 
specifies  the  total  amount  of  the  State’s 
grant  after  the  reaHotment 
(20  U.S.C  1221e-3(aXl)) 

(Source:  173.23(c)) 

§100b.234  ReaWotedfundsarspartof  a 
receiving  Stale’s  grant 

Funds  that  a  State  receives  as  a  result 
of  a  reallotment  are  part  of  tihe  State’s 
grant  for  the  appropriate  fiscal  year. 
However,  the  Commissioner  does  not 
consider  a  reallotment  in  determining 
the  maximum  or  mmfannm  amount  to 
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which  a  State  is  entitled  for  a  following 
fiscal  year. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  116d.ll(b):  ll&52(a):  130.42) 

S  IOOb.235  The  statement  of  need  for 
funds. 

A  State  shall,  if  requested  by  the 
Commissioner,  submit  a  statement  to  the 
Commissioner  showing  its  anticipated 
need  for  funds  during  die  current  fiscal 
year.  The  State  shall  include  in  the 
statement  any  additional  information 
that  the  Commissioner  requests.  The 
State  shall  submit  the  statement  by  the 
date  that  the  Commissioner  speciHes. 

(20  U.S.a  1221e-3(a)(l)) 

(Sources:  117.43(b);  ll&52(b):  130.42: 

141.33(b):  162.26(b);  173.23(b)  (first  and  third 
sents.) 

Subpart  D— Now  to  Apply  to  the  State 
for  a  Subgrant 

S  IOOb.300  Contact  the  State  for 
procedures  to  foioer. 

An  applicant  for  a  subgrant  can  find 
out  the  procedures  it  must  follow  by 
contacting  the  State  agency  that 
administers  the  program. 

(20  U.S.C  1221e-3(aMl)) 

(Source:  121a.l80) 

(Cross-reference:  See  Subparts  E  and  G  for 
the  general  responsibilities  of  the  State 
regarding  applications  for  subgrants.) 

f  lOObJOt  Local  educational  agency 
general  application. 

A  local  educational  agency  that 
applies  for  subgrants  under  one  or  more 
programs  listed  in  §  lOOb.l  shall  submit 
to  the  State  a  general  application  that 
contains  the  assurances  set  forth  in 
section  436(b)  of  the  GEPA. 

(20  US.C  1232e) 

(Source:  CEPA  Section  436) 

S  100bu302  The  notice  to  the  subgrantee. 

A  State  shall  notify  a  subgrantee  in 
writing  of — 

(a)  The  amount  of  the  subgrant; 

(b)  The  period  during  which  the 
subgrantee  may  obligate  the  fimds;  and 

(c)  The  Federal  requirements  that 
apply  to  the  Subgrant. 

(20  U.S.C.  1221e-3(a)(l)) 

SlOObJOS  Joint  applications  and 
projects. 

(a)(1)  Two  or  more  eligible  parties 
may  submit  a  Joint  application  for  a 
sul^ant. 

(2)  Each  joint  applicant  shall —  . 

(i)  Cany  out  the  activities  that  the 
applicant  agreed  to  carry  out;  and 

(ii)  Use  the  funds  in  accordance  with 
Federal  requirements. 


(3)  The  State  may  not  make  a 
sub^ant  that  excels  the  sum  of  the 
entitlements  of  the  separate  applicants. 

(b)  A  subgrantee  may  combine  funds 
with  another  subgrantee  to  conduct  a 
joint  project.  However,  each  subgrantee 
shall  use  an  accounting  system  that 
permits  identification  of  the  costs  paid 
for  under  its  subgrant 
(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  liea.l9(d);  166.11(b)(4)(i)) 

S  100b.304  State  and  subgrantee  she! 
make  subgrant  application  available  to  the 
pubNc. 

A  State  and  a  subgrantee  shall  make 
an  approved  subgrant  application 
available  for  public  inspection. 

(20  U.S.C.  1221e-3(aKll) 

(Source:  116.5(e)) 

S  100b.305  Amendments  to  applications. 

If  a  subgrantee  amends  its 
appbcation,  it  shall  use  the  same 
procedures  as  those  it  must  use  to 
submit  an  application. 

(20  U.S.C.  1221e-3(aJ(l)) 

Subpart  E— Now  a  Subgrant  is  Mads  to 
an  Applicant 

S  100b.400  State  procedures  for  revlewtng 
an  application. 

A  State  that  receives  an  application 
for  a  subgrant  shall  take  the  following 
steps: 

(a)  The  State  shall  review  the 
application. 

(b)  The  State  shall  approve  an 
application  if — 

(1)  The  application  is  submitted  by  an 
applicant  that  is  entitled  to  receive  a 
subgrant  under  the  program;  and 

(2)  The  applicant  meets  the 
requirements  of  the  Federal  statutes  and 
regulations  diat  apply  to  the  program. 

(c)  The  State  may  approve  an 
application  if — 

(1)  The  application  is  submitted  by  an 
applicant  under  a  program  in  which  the 
State  has  the  discretion  to  select 
subgrantees; 

(2)  The  applicant  meets  the 
requirements  of  the  Federal  statutes  and 
relations  that  apply  to  the  program; 
and 

(3)  The  State  determines  that  the 
project  should  be  funded  under  the 
authorizing  statute  and  implementing 
regulations  ^or  die  program. 

(d)  The  State  may  not  approve  an 
application  if— 

(1)  The  applicant  does  not  meet  the 
requirements  of  the  Federal  statutes  or 
regulations  that  apply  to  the  program;  or 

(2)  The  application  is  for  an  amount 
that  would  result  in  the  applicant 


receiving  more  than  its  maximum 
entitlement  under  the  program. 

(20  UAC.  1221e-3(a)(l)) 

(Sources:  116.5;  116.ig(a):  121a.l93) 

S  100b.401  An  applicant  has  an 
opportunity  for  a  hearing. 

(a)  If  a  State  does  not  approve  an 
application  for  a  subgrant,  the  State 
shall  provide  the  applicant  with  an 
opportunity  for  a  hearing  in  accordance 
with  section  425  of  the  GEPA. 

(b)  Under  the  foUonving  programs 
listed  in  §  lOOb.l.  the  State  shall  notify 
an  applicant  of  its  right  to  a  hearing  and 
provide  an  opportunity  for  the  hearing 
before  it  may  disapprove  the 
application: 

(1)  Financial  Assistance  to  Local 
Educational  Agencies  to  Meet  the 
Special  Educational  Needs  of 
Educationally  Deprived  (Children. 

(2)  State-operated  Programs  for 
Handicapped  Children. 

(3)  Grants  to  State  Agencies  for 
Programs  to  Meet  the  Special 
Educational  Needs  of  Children  in 
Institutions  for  Neglected  or  Delinquent 
Children. 

(4)  Grants  to  State  Educational 
Agencies  to  Meet  the  Special 
Educational  Needs  of  Migratory 
Children. 

(5)  Financial  Assistance  for  School 
Library  Resources  Textbooks  and  Other 
Instructional  Materials. 

(6)  Supplementary  Centers  and 
Services,  Guidance,  Counseling,  and 
Testing  Programs. 

(7)  Assistance  to  States  for  Education 
of  Handicapped  Children. 

(8)  Strengthening  Instruction  in 
Academic  Subjects  in  Public  Schools. 

(9)  State  Vocational  Education. 

(10)  Indochinese  Refugee  Children. 

(c)  Under  the  other  programs  listed  in 
§  lOOb.l.  the  State  does  not  have  to 
provide  an  opportunity  for  a  hearing 
before  the  State  disapproves  an 
application. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  116.5(c);  lia8(f)(3);  118.23(f); 
121a.ll4;  130.19(b)(3)(v)) 

Subpart  F— What  CondMons  Must  be 
Met  by  the  State  and  its  Subgrantees? 

Nondiscrimination 

§  100b.500  Federal  statutes  and 
regulations  on  nondiscrisilnatton. 

A  State  and  a  subgrantee  shall  comply 
with  the  following  statutes  and 
regulations: 
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SublMl 


Statm* 


RaguMion 


Diacrtwinlioo  on  tnm  booio  of  raoo.  color,  or.. 
noOonol  origin  . . . . . . . . 


Diierlnilnllon  on  llio  boait  of  ago . . . 


TVo  VI  of  lha  CM  Righia  Aol  of  1964  (45  U.S.C 
2000d  through  20006-4. 

TWO  DC  of  tho  Education  Amatidmanla  of  1072  (20 
Ua.C.  1601-1663). 

S«dlon  504  of  Via  RafMMttation  Act  of  1073  (20 
Ua£.704). 

Tho  Ago  Oacrlmlnation  Act  (42  U.8.C.  6101  et  aeg.). 


45CFRPar180 

45CERPwt66 

45CFRPaft64 

45CFRParlOO 


(20  U.S.C  1221e-3(a)(l)) 

(Soureeo:  lOOb.160;  lOOb.262: 104.553  (lot  -t- 
2nd  senU.):  121a.50;  121a.239;  App.  para.  8; 
166  App.  A  para.  9;  166  App.  C  2.1) 


educational  agency  that  requests  it  to  do 
so. 

(20  U.S.C.  1221e-3(a)(l)) 

(Source:  100c.2(a)-|-(b)) 


Allowable  Costs 

§  100b.530  General  cost  principles. 

Subpart  Q  of  part  74  of  this  title 
references  the  general  cobI  principles 
that  apply  to  grants,  subgrants,  and  cost- 
type  (Mintracts  under  grants  and 
subgrants. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  100b.80-100b.84;  lOO-lOOd  Apps.  B. 
C.  and  D.) 

§  100b.531  Specific  cost  principles  in  Part 
100a.- 

A  State  and  a  subgrantee  shall  comply 
with  S  100a.532-100a.534  regarding  the 
use  of  Federal  func^  s  for — 

(a)  Religion  (§  lOOa.532); 

(b)  Acquisition  of  real  property: 
construction  (§  lOOa.533);  and 

(c)  Foreign  Travel  (S  lOOa.534). 

(20  U.S.C.  1221e-S(a)(l)) 

(Sources:  lOOb.59;  166.23(b):  166.44;  166  App. 

C  Sec  5.4(b);  173.1(g):  173.17) 

Indirect  Cost  Rates 

S  IOOb.560  General  indirect  cost  rates; 
exceptions. 

(a)  Appendices  C-D  to  Part  74  of  this 
title  inciude — 

(1)  A  description  of  the  difference 
between  direct  and  indirect  costs;  and 

(2)  The  principles  for  determining  the 
general  indirect  cost  rate  that  a  State  or 
subgrantee  may  use  under  some 
programs. 

(b)  Section  l(X)b.562  provides 
restrictions  on  indirect  (X)st  rates  under 
certain  programs. 

(20  U.S.C.  1221e-3(a)(l]) 

S  100b.561  Approval  of  indirect  cost  rates. 

(a)  A  State  or  a  subgrantee  other  than 
a  lo^  educational  agency  may  not  use 
an  indirect  cost  rate  unless  the  rate  is 
approved  by  the  Commissioner. 

fb)  A  State  educational  agency,  on  the 
basis  of  a  plan  approved  by  the 
Commissioner,  shall  annually  establish 
an  indirect  cost  rate  for  a  local 


S  100b.S62  Restricted  indirect  cost  ratr, 
proprams  covered. 

A  State  and  a  subgrantee  shall  use  a 
restricted  indirect  cost  rate,  computed 
under  §§  lOOa.564— lOOa.566  of  this  title, 
for  each  program  listed  in  §  l(X)b.l  that 
has  a  statutory  requirement  not  to  use 
Federal  Funds  to  supplant  other  funds. 
These  programs  include  the  following: 


Program 
State  Vocational 
Education.  Programs 

Financial  Assistance  to 
Local  Educational 
Agencies  to  Meet  the 
Special  Educational 
Moods  of  Educationally 
Deprived  Children 
Grants  to  State  Agencies 
tor  Programs  to  Meet 
the  Special  Educational 
Moods  of  Migratory 
Children 

State-oporated  Programs 
for  Hancficpped  OiHdren 


Grants  to  State  Agencies 
tor  Programs  to  Meet 
the  Special  Educational 
Meeds  of  children  in 
Institutions  for 
Megtected  or  Delinquent 
Children 

State  Basic  Skills 
Improvement  Program 

Financial  Assistance  for 
School  Lit>rary 
Resources,  Textoooks, 
and  other  Instructional 
Materials 

Supplementary  Centers 
and  Services.  Guidance, 
Counseling,  and  Testing 
Programs 

Strengthening  Instruction 
on  Academic  Subjects  in 
Public  Schools 

State  Adult  Education  ' 
Programs 

Comniunity  Service  and 
Continuing  Education 
Programs- 

(20  U.S.C.  1221e-3(a)(l)) 

(Source:  lOOc.1) 


Authorizing  Statute 
Part  A  of  Title  I  of  the 
Vocational  Education 
Act 

Title  l-A  of  the 
Elementary  and 
Secondary  Education 
Act 


Sections  141-143  of  the 
Elementary  and 
Secondary  EducMion 
Act 

Sections  146-147  of  the 
Elementary  and 
Secondary  &fucatien 
Act 

Section  151-153  of  the 
Elementary  and 
Secondary  Education 
Act 


Title  II  of  the  Elementary 
and  Secondary 
Education  Act 

Title  II  of  the  Elementary 
and  Secondary 
Education  Act  (as  in 
effect  Sept  30. 1978) 

Title  III  of  the 
Elementary  arxl 
Secondary  Education 
Act  (as  in  effect  Sept 
30. 1678) 

Title  ni-A  of  the  Mational 
Defense  Education 
Act 

Adult  Education  Act 

Title  I  of  the  Higher 
Education  Act 


f  IOOb.581  Itothods  of  coordination. 
Depending  on  the  objectives  and 


requirements  of  a  project  coordination 

could  include  one  or  more  of  the 
following: 

(a)  Planning  the  project  with 
organizations  and  individuals  who  have 
similar  objectives  or  concerns. 

(b)  Sharing  information,  facilities, 
staff,  services,  or  other  resources. 

(c)  Using  the  grant  or  subgrant  funds 
so  as  not  to  duplicate  or  counteract  the 
effects  of  funds  used  under  other 
programs. 

(d)  Using  the  grant  or  subgrant  funds 
to  increase  the  impact  of  funds  made 
available  under  other  programs. 

(20  U.S.C  1221e-3(a)(l)) 

(Source:  lia22(b)(l))  ‘ 

Evaluation 

S  IOOb.591  Federal  evaluation— 
cooperation  by  a  grantee. 

A  State  and  a  subgrantee  shall 
cooperate  in  any  evaluation  of  the 
program  by  the  Secretary  or  the 
Commissioner. 

(20  U.S.C.  1226c;  1231a) 

S  lOOb.592  Federal  evaluation  satisfying 
requirement  for  State  or  eubgrantee 
evaluation. 

If  a  State  or  a  subgrantee  cooperates 
in  a  Federal  evaluation  of  a  program,  the 
Commissioner  may  determine  that  the 
State  or  subgrantee  meets  the  evaluatior 
requirements  of  the  program. 

(20  U.S.C.  1226^  1231a) 

Construction 

§  100b.600  Where  to  find  construction 
regulations. 

(a)  A  State  or  a  subgrantee  that  uses 
program  funds  for  construction  shall 
comply  with  the  rules  on  construction 
that  apply  to  applicants  and  grantees 
under  §§  lOOa.600— lOOa.615. 

(b)  The  State  shall  perform  the 
functions  that  the  appropriate  ofticial  of 
the  Education  Division  performs  under 

§  S  lOOa.602  (preservation  of  historic 
sites)  and  lOOa.605  (approval  of 
drawings  and  specifications). 

(c)  the  State  shall  provide  to  the 
Commissioner  the  information  required 
under  $  100a.602(a)  (preservation  of 
historic  sites). 

(20  U.S.C  1221e-3(a)(l)) 

(Sources:  lOOb.155;  lOOb.157;  lOOb.158; 
lOOb.159;  lOOb.161;  lOOb.170;  lOOb.lTl; 
lOOb.172:  lOOb.173;  lOOb.184;  lOOb.185: 
lOOb.186;  1060b.l89;  lOOb.190;  lOOb.191; 
104.553(3rd  sent.):  116.32(a)  (4th  sent  ): 

130.5(c):  130  App.B  sec  2.2(b)-)-(c)) 
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PartidpatkMi  of  Children  Enrolled  in 
Private  Schools 

8  lOObuiSO  Private  echoole;  purpose  of 
88 100b.651— 100b.eS3. 

(a)  Under  some  programs,  the 
authondng  statute  requires  that  students 
enrolled  in  private  schools  be  given  an 
opportunity  to  participate.  Sections 
100b.651-100b.663  apply  to  those 
programs  and  provide  rules  for  that 
participation. 

(b)  If  any  other  rules  for  that 
participation  apply  under  a  particular 
program,  they  are  in  the  authorizing 
statute  or  implementing  regulations  for 
that  program. 

(20  U.S.C  1221e-S(aXll) 

8100b.651  ResponsIbflityoraState. 

(a)  A  State  shall  insure  that  its 
subgrantees  provide  students  enrolled  in 
private  schools  with  an  opportunity  to 
participate  in  accordance  with  the 
requirements  in  Si  100b.65^100b.662 
and  in  the  authorizing  statute  and 
implementing  regulations  for  the 
program. 

(b)  If  the  State  carries  out  a  project 
dire^y,  it  shall  comply  widi* these' 
requirements  as  if  it  were  a  subgrantee. 
(U.S.C  1221e-3(aHl)) 

8  IOOb.662  ReaponeMMy  of  a  aubgranlee. 

(a)  A  subgrantee  shall  give  students 
enrolled  in  private  schools  genuine 
opportunities  to  particiate  in  a  program. 

(b)  The  subgrantee  shall  proidde  those 
opportunities  consistent  with  the 
number  of  those  students  and  their 
needs. 

(Sources:  116a.23(aX2d  senL);  121a.452(b)) 

(c)  The  subgrantee  shall  maintain 
continuing  administrative  direction  and 
control  over  benefits  it  provides  under 
the  program  to  students  enrolled  in 
private  schools. 

(Soeroes:  104.533(c):  liea.23(fX2d  sent): 
121a.456(b):  134.96) 

(20  U.S.C  1221e-3(a)(l)) 

8  IOOb.653  Consultation  with 
representativss  of  private  school  students. 

(a)  An  applicant  for  a  subgrant  and  a 
subgrantee  shall  consult  with 
appropriate  representatives  of  students 
enrolled  in  private  schools. 

Cfwrdination 

8  100b.560  Coordination  with  other 
actlvitiss. 

(a)  State  and  a  subgrantee  shall,  to  the 
extent  possible,  coordinate  each  of  its 
projects  widi  other  activities  diat  serve 
similar  purposes. 

(b)  Tte  State  and  subgrantee  shall 
continue  this  coordination  during  the 


entire  period  that  it  carries  out  the 
project 

(20U3.C  12Zle-3(aMl)) 

(Souigm:  lOOb.275: 116d.3g(d)-(f);  118.22(b); 
118.28(b):  iee.l3(c)(2nd  sent) +(e) -(g):  188 
App.  C  Sect.  3.2(cX2)(2nd  par8.)+(cX3),  3.6: 
5.5(bX4).  5.7(bXr)+(cXe)-(9)) 

(b)  This  consultation  must  take  place 
before  the  applicant  or  subgrantee 
makes  any  d^sion  diat  affects  the 
participation  of  the  private  school 
students. 

(c)  The  applicant  or  subgrantee  shall 
give  the  representatives  a  genuine 
opportunity  to  express  their  views 
regarding  Hie  decision. 

(d)  The  foUowing  are  examples  of 
dedsiohs  that  are  subject  to  this  section: 

(1)  Whether  the  applicant  will 
participate  in  a  program; 

(2)  Whidi  childrmi  will  receive 
benefits  under  the  program; 

(3)  How  the  children’s  needs  will  be 
identified; 

(4)  What  benefits  will  be  provided; 

(5)  How  the  benefits  will  be  provided; 
and 

(6)  How  the  project  will  be  evaluated. 
(20  U.S.C.  1221»-3(aKl)) 

(Sonices:  liea.23(b):  121a.453;  134.90) 

8  IOOb.654  Needs;  number  of  students; 
types  of  services. 

A  subgrantee  shall  determine  the 
following  matters  on  a  basis  comparable 
to  that  used  by  die  subgrantee  in 
providing  for  participation  of  public 
school  students: 

(a)  The  needs  of  students  enrolled  in 
private  schools. 

(b)  The  number  of  those  students  who 
will  participate  in  a  project. 

(c)  The  benefits  tiiat  the  subgrantee 
will  provide  under  the  program  to  those 
students. 

(20  U.S.C.  1221e-3(aXl)) 

(Sources:  104.533(bHl)-(-(2h  110a.23(b); 
118.15(a](2d  sent.);  121a.453;  134.92) 

8100b.655  Samaordifforantbenaflisfor 
prtvata  school  studants. 

(a)  If  a  subgrantee  concentrates 
program  funds  on  a  particular  group, 
attendance  area,  or  grade  or  age  level, 
the  subgrantee  shall  insure  equitable 
participation  by  students  enrolled  in 
private  schools  who— 

(1)  Have  the  same  needs;  and 

(2)  Are  in  that  group,  attendance  area, 
or  age  or  grade  leveL 

(b) (1)  A  subgrantee  shall  provide 
different  program  benefits  to  students 
enrolled  in  private  schools  bom  the 
program  benefits  it  provides  to  students 
enrolled  in  public  spools,  if  the 
differences  are  necessary  to  meet  the 


special  needs  of  the  students  enrolled  in 
the  private  sdiools. 

(2)  However,  the  program  benefits  for 
the  students  enrolled  in  private  sdiools 
must  be  comparable  in  quality,  scope, 
and  opportu^ty  for  partidpation  to  the 
program  benefits  for  students  enrolled  in 
public  schools  who  have  needs  of  equal 
importance. 

(20  U.S.C.  1221e-3(aXl)) 

(Sources:  116a.23(c):  121a.455;  134.95) 

8  IOOb.656  Laval  of  axpandtturas  for 
studants  anroHad  In  prlvata  achools. 

(a)  Subject  to  paragraph  (b)  of  this 
section,  a  subgrantee  shall  spend  the 
same  average  amount  of  program  funds 
on: 

(1)  A  student  enrolled  in  a  private 
school  who  receives  benefits  under  the 
program;  and 

(2)  A  student  enrolled  in  a  public 
school  who  receives  benefits  under  the 
program. 

(b)  The  subgrantee  shall  spend  a 
different  average  amount  on  program 
benefits  for  a  student  enrolled  in  a 
private  school  if  the  costs  of  meeting  the 
needs  of  students  enrolled  in  private 
schools  are  different  from  the  costs  of 
meeting  the  needs  of  students  enrolled 
in  public  schools. 

(20  U.8.C  1221e-S(aXl)) 

(Sources:  134.93;  1S4M) 

8  IOOb.667  biformation  ki  an  appbcaHon 
for  a  subgranL 

An  applicant  for  a  subgrant  shall 
include  the  following  information  in  its 
application: 

(a)  A  description  of  how  the  applicant 
will  meet  the  Federal  requirements  for 
participation  of  children  enrolled  in 
private  schools. 

(b)  The  number  of  children  enrolled  in 
private  schools  who  will  receive 
benefits  under  the  program. 

(c)  The  basis  the  applicant  used  to 
select  the  children. 

(d)  The  manner  and  extent  to  whidi 
the  applicant  complied  with  8  lOOb.653 

^  (consultation). 

(e)  The  places  and  times  that  the 
children  receive  benefits  imder  the 
program. 

(f)  The  differences,  if  any.  between  the 
program  benefits  die  applicant  will 
provide  to  public  and  private  school 
students,  and  reasons  for  the 
differences. 

(20  U.S.C  1221a-3(sXl)) 

8l00b.658  Separate  dassMprohMted. 

A  subgrantee  may  not  use  program 
funds  for  dasses  that  are  separated  on 
the  basis  of  school  enrollment  or  religion 
of  the  students  if — 
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(a)  The  classes  are  in  a  public  facility; 
and 

(b)  The  classes  include  students 
enrolled  in  public  schools  and  students 
enrolled  in  private  schools. 

(SO  US.C  1221e-3(aMl)) 

(Soutcm:  166a.23(e);  118.15(b)(2d  sent.); 
121a.456;  134.101) 

i  IOOb.659  Funds  not  to  benefit  a  private 
echooL 

(a)  A  subgrantee  may  not  use  program 
fun^  to  finance  the  existing  level  of 
instruction  in  a  private  school  or  to 
otherwise  benefit  the  private  school. 

(b)  The  subgrantee  shall  use  program 
funds  to  meet  the  special  needs  of 
students  enrolled  in  private  schools, 
rather  than 

(1)  The  needs  of  a  private  school;  or 

(2)  The  general  needs  of  the  students 
enrolled  in  a  private  school. 

(20  U.S.C.  1221e-3(aMl)) 

(Sources:  116a.23(d)(lst  sent.);  117.e(e)(2nd 
sent.);  118.15(c)(6)) 

8100b.660  Use  Of  public  school 
psrsonnsL 

A  subgrantee  may  make  public 
personnel  available  in  other  than  public 
facilities  only — 

(a)  To  the  extent  necessary  to  provide 
program  benefits  specially  designed  for 
students  enrolled  in  a  private  school; 
and 

(b)  If  those  benefits  are  not  normally 
provided  by  the  private  school. . 

(20  U.S.C  1221e-3(a)(l)) 

(Sources:  116aJS(f)(lst  sent.);  121a.456(a)) 

9100b.661  Use  of  Private  school 
personneL 

(a)  A  subgrantee  may  use  program 
funds  to  pay  for  the  services  of  an 
employee  of  a  private  school  if — 

(1)  The  employee  performs  the 
services  outside — 

(1)  His  or  her  regular  hours  of  duty; 
and 

(ii)  The  regular  hours  of  the  private 
school;  and 

(2)  The  employee  performs  the 
services  under  public  supervision  and 
control. 

(b)  This  section  does  not  apply  to  the 
following  programs: 

(1)  Instructional  Materials  and  School 
Library  Resources,  Improvement  in 
Local  Educational  Practices,  and 
Guidance,  Counseling,  and  Testing — 
Title  rv  of  the  Elementary  and 
Secondary  Education  Act;  and 

(2)  Indochina  Refugee  Children 
Program — ^Title  II  of  die  Indochina 
Refugee  Children  Assistance  Act. 

(20  U.S.C  1221e^(a)(l)) 

(Sources:  1168.23(f)(3rd  sent.);  118.15(c)(1); 
121a.456(c)(l)) 


S  IOOb.662  Equipmant  and  suppRaa. 

(a)  A  public  agency  shall  keep  title  to 
and  exercise  continuing  administrative 
control  of  all  equipment  and  supplies 
that  the  subgrantee  acquires  with 
program  funds.  This  public  agency  is 
usw^y  the  subgrantee. 

(b)  The  public  agency  may  place 
equipment  and  supplies  in  a  private 
st^ool  for  a  limited  period  of  time. 

(c)  The  public  agency  shall  insure  that 
the  equipment  or  suppUes  placed  in  a 
private  school — 

(1)  Are  used  only  for  the  purposes  of 
the  program;  and 

(2)  Can  be  removed  from  the  private 
school  without  remodeling  the  private 
school  facilities. 

(d)  The  public  agency  shall  remove 
equipment  or  supplies  from  a  f)rivate 
sdiool  if — 

(1)  The  equipment  or  supplies  are  no 
longer  needed  for  the  purposes  of  the 
program;  or 

(2)  Removal  is  necessary  to  avoid  use 
of  the  equipment  or  supplies  for  other 
than  program  purposes. 

(Sources:  104.533(c);  116a.23(f)(2d  sent.); 
117.8(0:  liai5(c)(3);  121a.457(a)  +  (b);  134.98; 
134.100(b)) 

S  IOOb.663  Construction. 

A  subgrantee  shall  insure  that 
program  funds  are  not  used  for  the 
construction  of  private  school  facilities. 

(20  U.S.C.  1221e-3(a)(l) 

(Sources:  lie.23(0(3rd  sent.);  118.15(c)(4); 
121a.456(c)(2)) 

Other  Requirements  for  Certain 
Programs 

8  100b.680  Inventions  and  patents. 

A  State  and  a  subgrantee  shall  comply 
with  §9  lOOa.625  and  lOOa.626  of  this 
title  with  respect  to  any  invention  made 
under  a  grant  or  subgrant. 

(20  U.S.C.  1221e-3(a)(l]) 

8  IOOb.682  Protection  of  human  research 
subjects. 

If  a  State  or  a  subgrantee  uses  a 
human  subject  in  a  research  project,  the 
State  or  subgrantee  shall  protect  the 
person  from  physical,  psychological,  or 
sociological  harm. 

(20  U.S.C.  1221e-3(a)(l)) 

8  IOOb.683  Treatment  of  animais. 

If  a  State  or  a  subgrantee  uses  an 
animal  in  a  project,  the  State  or 
subgrantee  shall  provide  the  animal 
with  proper  care  and  humane  treatment 
in  accordance  with  the  Animal  Welfare 
Act  of  1970. 

(Pub.  L  89-544,  as  amended) 


81006.684  Health  or  safety  standards  for 

A  State  and  a  subgrantee  shall  comply 
with  any  Federal  health  or  safety 
requirements  that  apply  to  the  facilities 
that  the  State  or  sub^antee  uses  for  a 
project  _ 

(20  U.S.C  1221e-3(a)(l)) 

8  IOOb.685  Day  care  serviceo. 

(a)  If  a  State  or  a  subgrantee  uses 
program  funds  to  provide  any  day  care 
services,  the  State  or  subgrantee  shall 
comply  with  the  Federal  Interagency 
Day  Care  Regulations  in  part  71  of  ^is 
title. 

(b)  The  Commissioner  may  waive  this 
requirement  by  publication  of  a  noice  in 
the  Federal  Register. 

(20  U.8.C.  1221e-3(a)(l)) 

(Source:  104.612(b)) 

Subpart  Q~>¥lfhat  ara  the 
Adminiatrative  Reaponsibiiities  of  the 
State  and  Its  Subgranteee? 

General  Administrative  Responsibilities 

8  IOOb.700  Compliance  with  statutes, 
regulations,  Stats  plan,  and  applications. 

A  State  and  a  subgrantee  shall  comply 
with  the  State  plan  and  applicable 
statutes,  regulations,  and  approved 
applications,  and  shall  use  Federal 
funds  in  accordance  with  those  statutes, 
regulations,  plan,  and  applications. 

(Sourcm:  104.301;  104.792(b);  lie.4(a);  116.48; 
116b.32(b)(2).  116.52;  117.5(d);  121a.l5: 
121a.600(a):  130.30;  141.3;  141.6(a).  141.46; 
166.12(a)(Iast  sent.);  166.41) 

8  100b.701  Tlte  State  or  subgrantee 
administers  or  supervises  each  project 

(a)  A  State  or  a  subgrantee  shall 
directly  administer  or  supervise  the 
administration  of  each  project. 

(b)  The  State  or  subgrantee  may  not 
transfer  responsibility  to  others,  in 
whole  or  part,  for  using  program  funds 
or  for  carrying  out  project  activities. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  118.23(c)(1);  121a.600(a)(l),  130 
App.:  166.11(b)(4)(l)) 

8  100b.702  Fiscal  control  and  fund 
accounting  procedures. 

A  state  and  a  subgrantee  shall  use 
fiscal  control  and  fund  accoimting 
procedures  that  insure  proper 
disbursement  of  and  accounting  for 
Federal  funds. 

(20  U.S.C.  1221e3(a)(l)) 

(Sources:  130  App.  A  para.  1(b);  141.11(b)) 

8  100b.703  When  a  State  may  begin  to 
obligats  funds. 

A  State  may  not  begin  to  obligate 
funds  under  a  program  until  the  later  of 
the  following  two  dates: 
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(a)  The  date  that  the  State  submits  the 
State  plan  to  the  Commissioner  in 
substantially  approvable  form, 

(b)  The  date  that  the  funds  are  first 
available  for  obligation  by  the 
Commissioner. 

(20  U.S.C  1221e-3(a)(l)) 

(Souicm:  100b  JS:  lied.6(d)(l)) 

9100l>.704  When  certain  subgrantees  may 
begin  to  obligate  funds. 

(a)  This  section  applies  to  a  program  if 
the  authorizing  statute  requires  a  State 
to  make  subgrants  on  the  basis  of  an 
objective  formula.  (See  9  lOOb.5.) 

(b)  An  applicant  for  a  subgrant  may 
not  begin  to  obligate  funds  under  a 
program  until  the  later  of  the  foUonving 
two  dates: 

(1)  The  date  that  the  State  may  begin 
to  obiigate  funds  under  9  lOOb.703;  or 

(2)  The  date  that  the  applicant 
submits  its  application  to  the  State  in 
substantially  approvable  form. 

(20  U.S.C  mie^aHl)) 

(Souree;  llOJKb);  liea.l9(a);  lied.e(dK2); 
121a.lS3(a)) 

9 100b.705  FuikIs  may  be  oMHnrtad  during 
a  “carryovar  partocL** 

(a)  If  any  grant  funds  are  not  obligated 
by  a  State  or  a  subgrantee  by  the  end  of 
the  fiscal  year  for  which  Congress 
appropriated  the  funds,  it  may  obligate 
the  funds  during  a  carryover  period  of 
one  additional  fiscal  year. 

(b)  The  State  shall  return  to  the 
Federal  Government  any  carryover 
funds  not  obligated  by  the  end  of  the 
carryover  period  by  the  State  and  its 
subgrantees. 

(20  U.S.C  1225(b) 

(Sources:  100b.55(b);  GEPA  Section  412) 

9 100b.706  ObNgatlona  made  during  a 
oarryovar  period  are  subject  to  currant 
atatutee,  regulatlone,  and  appicationa. 

A  State  and  a  subgrantee  shall  use 
carryover  funds  in  accordance  with — 

(a)  The  Federal  statutes  and 
relations  that  apply  to  the  program 
and  are  in  effect  for  the  carryover 
period;  and 

(b)  Any  State  plan,  application,  or 

other  document  that  the  program  statute 
and  regulations  require  the  State  or 
subgrantee  to  subnet  for  the  carryover 
period.  • 

(20  U.S.C  1225  (b)) 

(Source:  GEPA  Section  412(b)) 

9  IOOb.707  Whan  obWgaMona  are  made. 

The  following  table  shows  when  a 
State  or  a  sub^^tee  makes  obligations 
for  various  kinds  of  property  and 
services. 


H  ih6  obiQiioo  li  tof'*  TTitn  tfw  oMoiMoo  li 

(a)  AcquMlion  ol  iwl  or  On  ttw  dal*  tw  Slala  or 
pononal  proportr.  .  aubgtamaa  rnaliaa  a 

WndbiQ  aaMan  cofiwnttmant 
to  acqufea  proporty. 
do)  Paraonal  aarvtdaa  by  an  \Nhan  Sw  aantoao  are 

awptoyaa  o<  toa  Siato  Of  pattomiod. 

■ubgrantoa. 

(c)  Paraonal  aarvtoaa  by  a  On  Sw  dc.a  ffw  State  or 

contractor  <»tw  la  not  an  aubgrantai  nufcaaa 

omptoyao  of  lha  State  or  btodtogerWan  oornmllntent 
■ubgrantoa.  to  gat  tw  aar^dcaa  or  aairk. 

(<S  Partorwianoa  or  arorh  oe>ar  On  tw  date  tea  State  or 
than  paraonal  aarvloao.  aubgrarNaa  tnakaa  a 

bindteg  aatten  oomnWinant 
togattwarork. 

(a)  Pubic  uteiy  aarvtoaa _  Wban  tw  State  or  aubgrantea 

raoalraa  Iba  aandoaa. 

(fjTravat . . .  Whan  tw  State'a  or 

aubgrantea*a  paraorawl 
tekatwlraML 

(g)  Rantel  of  raal  or  paraonal  Wtwn  tw  State  or  aubgrartaa 
proparly.  oaao  tw  proporty. 

(20  U.S.C  1221e-3(a)(l)) 

(Source:  100bJi5) 

Reports 

9 100b.720  Financial  and  parformanca 
reports  by  a  Stata. 

(a)  This  section  applies  to  a  State’s 
reports  required  under  subparts  I 
(Financial  reporting)  and )  (Performance 
reporting)  of  part  74  of  this  title. 

(b)  A  State  shall  submit  these  reports 
annually,  unless  the  Commissioner 
allows  less  frequent  reporting. 

(c)  However,  the  Commissioner  may 
under  9  74.7  (Special  grant  or  subgrant 
conditions)  or  9  74.72(e)  (Grantee 
accmmting  systems),  require  a  State  to 
report  more  frequently  than  annually. 

(20  U.S.C.  1221e-3(a)(l)) 

(Sources:  lieb.ll(a):  llOd.  (c);  130  App.  para. 
1(e):  141.11(c):  166.52) 

9 100b.721  A  subgrantae  makas  raports 
raquirad  by  tha  Stata. 

A  State  may  require  a  subgrantee  to 
furnish  reports  that  the  State  needs  to 
carryout  its  responsibilities  under  the 
program. 

(20  U.S.C.  1221e^(a)(l)) 

(Sources:  lieb.23(b);  116d.6(c);.118.23(c)(5): 
166.27) 

Records 

9 100b.730  Racorda  rabrtad  to  grant 
funda. 

A  State  and  a  subgrantee  shall  keep 
records  that  fully  show — 

(a)  The  amount  of  funds  under  the 
grant  or  subgrant: 

(b)  How  the  State  or  subgrantee  uses 
the  funds; 

(c)  The  total  cost  of  the  project; 

(d)  The  share  of  that  cost  provided 
from  other  sources;  and 

(e)  Other  records  to  facilitate  an 
effective  audit 

(20  U.S.C  1232f) 

(Sources:  lOOa.477:  lOO-lOOd  App.  A  para. 

5a +b;  116d.6(c):  141.11(c);  GEPA  Section 
437(a)) 


9  IOOb.731  Records  ralatsd  to 
compHanca. 

A  State  and  a  subgrantee  shall  keep 
records  to  show  its  compliance  widi  ^e 
Federal  statutes  and  relations  that 
apply  to  a  grant  or  sub^ant 
(20  U.S.C  1221e-3(aHl)) 

(Source:  130  App.  para.  1(f)) 

9  IOOb.734  Record  ratantion  period. 

A  State  and  a  subgrantee  are  subject 
to  the  requirements  in  subpart  D  of  part 
74  of  this  title  with  respect  to  records 
that  it  must  keep.  However,  Section 
437(a)  of  the  Gl^A  requires  that  the 
State  and  the  subgrantee  must  keep 
records  for  five  years  after  completion 
of  the  activity  for  which  it  uses  grant  or 
subgrant  funds. 

(20U.8.C  1232f(a)) 

(Source:  GEPA  Section  437(a)) 

Privacy 

9 100b.740  Protactlon  of  and  accaaalblitty 
to  student  racorda. 

Most  records  on  present  or  past 
students  are  subject  to  the  requirements 
of  Section  438  of  GEPA  and  its 
implementing  regulations  under  part  99 
of  this  title.  (Section  438  is  the  Family 
Educational  Rights  and  Privacy  Act  of 
1974.) 

(20  U.S.C  1231g) 

(Source:  GEPA  Section  438) 

9  IOOb.741  Protection  of  students’  privacy 
In  raaaarch  and  taating. 

(a)  Section  439(a)  of  GEPA  provides 
that  parents  or  guaixlians  of  children 
who  participate  in  a  research  or 
experimentation  project  funded  by  the 
Office  of  Education  must  be  given 
access  to  instructional  material  used  in 
that  project  and 

(b)  A  State  and  a  subgrantee  shall 
comply  with  Section  439(b)  of  GEPA 
with  respect  to  psychiatric  or 
psychological  examination,  testing,  or 
treatment  of  students  as  part  of  a  project 
funded  by  the  Office  of  location. 

(20  U.S.e.  I232h) 

(Source:  GEPA  Section  439) 

(Note:  Appendix  A  to  this  part  contains 
tenons  of  GEPA  that  are  relevant  to  Part 
100b.) 

Use  of  Funds  by  States  and  Subgrantees 

9 100b.750  More  than  one  program  may 
aaslst  a  single  activtty. 

A  State  or  a  subgrantee  may  use  funds 
under  more  than  one  program  to  support 
different  parte  of  the  same  project  if  the 
State  or  subgrantee  meets  the  following 
conditions: 

(a)  The  State  or  subgrantee  complies 
with  the  requirements  of  each  program 
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with  respect  to  the  part  of  the  activity 
assisted  with  funds  under  that  program; 
and 

(b)  The  State  or  subgrantee  has  an 
accounting  system  that  permits 
identification  of  the  costs  funded  under  • 
each  program. 

(20U.S.C  1221e-3(a)(l)) 

(Sources:  lie.41(b);  130  App.  para.  1(f)) 

S  IOOb.751  Federal  funds  may  pay  100 
percent  of  coats. 

A  State  or  a  subgrantee  may  use 
program  funds  to  pay  up  to  100  percent 
of  the  cost  of  a  project  d— 

(a)  Ibe  State  or  subgrantee  is  not 
required  to  match  the  funds;  cmd 

(b)  Hie  project  can  be  assisted  imder 
the  authorizing  statute  and 
implementing  regulations  for  the 
program. 

(20  U.S.C.  1221e-3(a)(l)) 

State  Administrative  Responsibilities 

fi  100b.760  A  State  shall  perform  certain 
duties  with  respect  to  applications  for' 
subgrants. 

With  respect  to  each  program  that 
authorizes  subgrants,  a  State  shall 
perform  the  foUowing  duties  and  any 
other  duties  required  by  statute  or 
regulations: 

(a)  Disseminate  information  regarding 
the  availability  of  funds  under  each 
program. 

(b)  Develop  procedures  for  applicants 
to  follow  in  competing  and  submitting 
applications  for  subgrants. 

(c)  Provide  application  forms. 

(d)  Assist  applicants  in  applying  for 
funds. 

(e)  Review  applications  and,  within 
the  limits  of  available  funds,  award 
subgrants. 

(f)  Notify  each  applicant  as  to  whether 
it  will  receive  a  sub^nL 

(g)  Not  act  in  any  manner  that 
excludes  eligible  applicants  under  the 
program. 

(20  U.S.C  1221e-3(a)(l)) 

(Sources:  104.32(c);  104.32;  104.33; 
116.4(a):116.5(a);  116.13(a),  (b),  and  (f); 
116d.ll(a);  117.21(c)  and  (f);  118.8(f)(1): 
118J!3(bK2)  and  (e);  121a.l81: 130  App.  B  sea 
2.2(a);  134.37(a);  116.12(b);  116  App.  C  secs. 
6.5(a).  5.6, 5.7, 5 A  5.9,  and  5.11(a)  4- (b); 
173.12(c)) 

S  IOOb.761  A  State  shall  encourage 
eMgRMe  applcanta  to  apply. 

(a)  Each  State  shall  encourage  all 
eli^ble  applicants  to  apply  for 
subgrants. 

(b)  The  State  shall  inform  eligible 
applicants  of — 

(1)  The  availability  of  subgrants; 

(2)  The  objectives  of  the  programs; 


(3)  The  objectives  of  the  State  plan  of 
each  program; 

(4)  The  assistanoe  the  State  provides 
to  an  applicant  in  completing  and 
submitting  an  application;  and 

(5)  The  procedures  that  State  uses  to 
select  applications  for  funding. 

(20  U.S.C  1222c.-3(aKl)) 

(Sources:  liea.22(a)(l);  lia23(b)-»- (c)(7): 
ie6.12(b)(2Ki);  (Ivh  (vlii):  166  App.  C  3.4(ch 
166  App.  C  5A  5.6) 

S  IOOb.762  Other  responsibilities  of  the 
State. 

fa)  A  State  shall — 

(1)  Provide  technical  assistance,  as 
reqi^d  by  statute  and  regulations,  to 
evaluate  projects; 

(2)  Develop  and  use  procedures  to 
monitor  each  project;  and 

(3)  Develop  procedures,  issue  rules,  or 
take  whatever  action  may  be  necessary 
to  avoid  illegal,  imprudent,  wasteful,  or 
extravagant  use  of  funds  by  the  State  or 
a  subgrantee. 

(b)  This  section  does  not  apply  to  the 
program  under  Title  I  of  the  ^ementary 
and  Secondary  Education  Act  (See 

S  100b.l). 

(c)  For  the  program  under  Title  IV  of 
the  Bementary  and  Secondary 
Education  Act  (See  S  lOOb.l),  a  State 
meets  the  requirements  of  this  Section  if 
it  complies  with  sections  505  and  506  of 
that  Act 

(20  U.S.C  1221e-3(a)(l)) 

(Sooioes:  116.11;  116d.4(a)) 

Complaint  Procedures  of  the  State 

S  100b.780  A  State  shai  adopt  complaint 
procedures. 

(a)  A  state  shall  adopt  written 
proc^ures  for — 

(1)  Receiving  and  resolving  any 
complaint  that  the  State  or  subgrantee  is 
violating  a  Federal  statute  or  regulations 
that  applies  to  a  program; 

(2)  Reviewing  an  appeal  from  a 
decision  of  a  subgrantee  with  respect  to 
a  complaint;  and 

(3)  Conducting  an  independent  on-site 
investigation  of  a  complaint  if  the  State 
determines  that  an  on-site  investigation 
is  necessary. 

(b)  Sections  100b.78&-10()b.782  do  not 
apply  to  the  program  under  Title  1  of  the 
Elementary  and  Secondary  Education 
Act  (See  SlOOb.l) 

(c)  For  the  program  under  Title  IV  of 
the  Bementaiy  and  Secondary 
Education  Act  (See  f  lOOb.l),  a  State 
meets  the  requirements  of  §§  106b.780- 
lOOb.782  if  it  meets  the  requirements  of 
section  507  of  that  Act 

(20U.&Cl2ns-d(aXl)) 

(Sonioss:  lieA(a);  lieitb);  121ail02(a): 
134.102(b)) 


S  100b.781  An  organization  or  Individual 
may  file  a  comptabiL 

An  organization  or  individual  may  file 
a  written  signed  complaint  with  a  State. 
The  complaint  must  include — 

(a)  A  statement  that  the  State  or  a 
subgrantee  has  violated  a  requirement 
of  a  Federal  statute  or  regulation  that 
applies  to  a  program;  and 

(b)  The  facts  on  which  the  statement 
is  based. 

(20U.S.Cl221e-3(a)(l))  ' 

(Soutoes:  121aA02(a);  134.102(a)) 

SIOOb.782  Miniinum  complaint 
procedures. 

A  state  shall  include  the  following  in 
its  complaint  procedures: 

(a)  A  specific  time  limit,  which  must 
be  60  days  or  less  unless  exceptional 
circumstances  exist,  for — 

(1)  Resolving  a  complaint  or 
completing  a  review  of  an  appeal  from  a 
subgrantee's  decision  with  respect  to  a 
complaint;  and 

(2)  If  necessary,  carrying  out  an 
independent  on-site  investigation. 

(b)  The  right  to  request  the 
Con^ssioner  to  review  the  final 
decision  of  the  State. 

(20  U.S.C  1221e-3(a)(l)) 

(Source:  116«  134.102(b)) 

Subpart  H — ^What  Procedures  Does  the 
Commissioner  Use  to  Get  Compliance? 

8 100b.900  Waiver  of  regulations 
prohibited. 

(A)  No  official,  agent,  or  employee  of 
may  waive  any  regulation  that 
applies  to  an  Office  of  Education 
program  unless  the  regulation 
specifically  provides  Aat  it  may  be 
waived, 

(b)  No  act  or  failure  to  act  by  an 
official,  agent,  or  employee  of  HEW  can 
affect  the  responsibility  of  the 
Commissioner  to  enforce  a  regulation. 

(43  Dec.  Comp.  Gen.  31  (1963)) 

(Source:  lOOb.483) 

8100b.901  Regulations  In  Part  74  on 
suspension  and  tarmlnlatloa 

The  following  regulations  in  Part  74  of 
this  title  apply  to  suspension  and 
termination  of  a  grant: 

(a)  Section  74.113  (Violation  of  terms). 

(b)  Section  74.114  (Suspension). 

(c)  Section  74.115  (Termination). 

(d)  The  last  sentence  of  8  74.73(c) 
(Financial  reporting  after  a  termination). 

(e)  Section  74.112  (Amounts  payable 
to  the  Federal  Government). 

(20  U.S.C  1221e-a(aXl)) 
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8 100b.902  Education  Appoaia  Board. 

The  Education  Appeab  Board, 
established  under  Part  E  of  the  GEPA, 
has  the  following  functions: 

(a)  Audit  appeal  hearings  under 
Section  452  of  the  GEPA: 

(b)  Withholding  hearings  under 
Section  453  of  the  GEPA: 

(c)  Cease  and  desist  hearings  under 
Section  453  of  the  GEPA:  and 

(d)  Any  other  proceeding  designated 
by  the  Commissioner. 

(20U.S.C1234) 

(Sources:  104^  104^;  104.284;  104.285; 
104.286;  104.287;  104.288;  104.291;  116.823- 
1(e)(1);  121a.ll3(c);  121a.S80;  121a.582; 
1218.583;  134.10^c);  GEPA  Section  451) 

8100bJ03  Judicial  review. 

(a)  After  a  hearing,  a  State  is  usually 
entitied  to  judicial  review  of  the 
Commissioner’s  decision. 

(b)  Whether  a  State  is  entitled  to 
judicial  review  is  governed  by  the 
statute  that  requii^  the  hearing. 

(20  U.S.C  1221e-3(a)(l)) 

(Sources:  104.289;  116a.23-l(e)(2);  121a.593; 
134.109;  173.95(c)) 

Attachment  No.  1 — Selected  Sections 
of  the  General  Education  Provisions  Act 

These  selected  sections  of  the  General 
Education  Provisions  Act  are  published 
here  as  Attachment  No.  1  to  assist 
readers  in  understanding  the  statutory 
basis  for  some  of  the  provisions  in  part 
100b  of  this  notice  of  Proposed 
Rulemaking.  'This  will  not  be  published 
with  the  final  rule. 

Selected  Sections  of  the  General  Education 
Provisions  Act 

Review  of  Applications 

Sec.  425.  (a)  In  the  case  of  any  applicable 
program  under  which  financial  assistance  is 
provided  to  (or  through)  a  State  educational 
agency  to  be  expend^  in  accordance  with  a 
State  plan  approved  by  the  Commissioner, 
and  in  the  case  of  the  program  provided  for  in 
title  I  of  the  Elementary  and  Secondary  , 
Education  Act  of  1965.  any  applicant  or 
recipient  aggrieved  by  the  final  action  of  the ' 
State  educational  agency,  and  alleging  a 
violation  of  State  or  Federal  law;  rules, 
regulations,  or  guidelines  governing  the 
applicable  program,  in 

(1)  Disapproving  or  failing  to  approve  its 
application  or  program  in  whole  or  part, 

(2)  Failing  to  provide  funds  in  amounts  in 
accord  «vith  the  requirements  of  laws  and 
regulations. 

(3)  Ordering,  in  accordance  with  a  final 
State  audit  resolution  determination,  the  * 
repayment  of  misspent  or  misapplied  Federal 
funds,  or 

(4)  Terminating  further  assistance  for  an 
approved  program,  may  within  thirty  days 
request  a  hearing.  Witi^  thirty  days  after  it 
receives  such  a  request  the  State  educational 
agency  shall  hold  a  hearing  on  die  record  and 
shall  review  such  final  action.  No  later  than 


10  days  after  the  hearing  the  State 
educational  agency  shall  issue  its  written 
ruling,  including  reasons  therefor.  If  it 
determines  such  final  action  was  contrary  to 
Federal  or  State  law,  or  the  rules,  regulations 
and  guidelines,  governing  such  applicable 
program  it  shall  rescind  such  fin^  action. 

(b)  Any  applicant  or  recipient  aggrieved  by 
the  failure  of  a  State  educational  agency  to 
rescind  its  final  action  after  a  review  under 
such  subsection  (a)  may  appeal  such  action 
to  the  Commissioner.  An  appeal  under  this 
subsection  may  be  taken  only  if  notice  of 
such  appeal  is  filed  with  the  Commissioner 
within  twenty  days  after  the  applicant  or 
recipient  has  been  notified  by  tibe  State 
educational  agency  of  the  results  of  its 
review  under  subsection  (a).  If  on  sudi 
appeal  the  Commissioner  determines  the 
final  action  of  the  State  educational  agency 
was  contrary  to  Federal  law,  or  the  rules, 
regulations,  and  guidelines  governing  the 
applicable  program,  he  shall  issue  an  order  to 
the  State  educational  agency  prescribing 
appropriate  action  to  be  taken  by  such 
agency.  On  such  appeal  findings  of  fact  of 
the  State  educationid  agency,  if  supported  by 
substantial  evidence,  shall  be  final  The 
Commissioner  may  also  issue  such  interim 
orders  to  State  educational  agencies  as  he 
may  deem  necessary  and  appropriate 
pending  appeal  or  review. 

(c)  Each  State  educational  agency  shall 
make  available  at  reasonable  times  and 
places  to  each  applicant  or  recipient  under  a 
program  to  whidi  this  section  applies  all 
records  of  such  agency  pertaining  to  any 
review  or  appeal  such  applicant  or  recipient 
is  conducti^  under  this  section,  including 
records  of  other  applicants. 

(d)  If  an  State  educational  agency  fails  or 
refuses  to  comply  with  any  provision  of  this 
section,  or  with  any  order  of  the 
Commissioner  under  subsection  (b).  the 
Commissioner  shall  forthwith  terminate  all 
assistance  to  the  State  educational  agency 
under  the  applicable  program  affected. 

Singi*  Statu  AppOcation 

Sec.  435.  (a)  In  the  case  of  any  State  which 
applies,  contracts,  or  submits  a  plan,  for 
participation  in  any  applicable  program  in 
which  Federal  funds  are  made  available  for 
assistance  to  local  educational  agencies 
through,  or  tmder  the  supervision  of.  the  State 
educational  agency  of  that  State,  such  State 
shall  submit  (subject  in  the  case  or  programs 
under  titles  I  and  IV  of  the  Elementary  and 
Secondary  Education  Act  of  1965,  to  the 
provisions  of  title  V  of  such  Act)  to  the 
Commissioner  a  general  application 
containing  the  assurances  set  forth  in 
subsection  (b).  Such  application  may  be 
submitted  jointly  for  all  programs  covered  by 
the  application,  or  it  may  be  submitted 
separately  for  each  such  program  or  for 
groups  of  programs.  Each  application 
submitted  under  this  section  must  be 
approved  by  each  official  agency,  board,  or 
other  entity  within  the  State  wdiicfa.  under 
State  law.  is  primarily  responsible  for 
supervision  of  the  activities  conducted  under 
each  program  covered  by  the  application. 


(b)  An  application  submitted  under 
subsection  (a)  shall  set  forth  assurances, 
satisfactory  to  the  Commissioner — 

(1)  That  each  program  will  be  administered 
in  accordance  with  all  applicable  statutes, 
regulations,  program  plans,  and  applications; 

(2)  That  tiie  control  of  funds  prodded  , 
under  each  program  and  title  to  property 
acquired  with  program  funds  will  be  in  a 
public  agency,  or  in  a  nonprofit  private 
agency,  institution,  or  organization  if  the 
statute  authorizing  the  program  provides  for 
grants  to  such  entities,  and  that  the  public 
agency  or  nonprofit  private  agency, 
institution,  or  organization  will  administer 
such  funds  and  property; 

(3)  That  the  State  will  adopt  and  use  proper 
methods  of  administering  each  applicable 
program,  including — 

(A)  Monitoring  of  agencies,  institutions, 
and  organizations  responsible  for  carrying 
out  ea^  program,  and  the  enforcement  of 
any  obligations  imposed  on  those  agencies, 
institutions,  and  organizations  under  law, 

(B)  Providing  tec^cal  assistance,  where 
necessary,  to  such  agencies,  institutions,  and 
organizations. 

(C)  Encouraging  the  adoption  of  promising 
or  innovative  educational  techniques  by  such 
agencies,  institutions,  and  organiutions, 

(D)  The  dissemination  throughout  the  State 
of  information  on  program  requirements  and 
successful  practices,  and 

(E)  The  correction  of  deficiencies  in 
program  operations  that  are  identified 
through  monitoring  or  evaluation; 

(4)  That  the  State  will  evaluate  the 
effectiveness  of  covered  programs  in  meeting 
their  statutory  objectives,  at  such  intervals 
(not  less  often  than  once  every  three  years) 
and  in  accordance  with  such  procedures  as 
the  Commissioner  may  prescribe  by 
regulation,  and  that  the  State  will  cooperate 
in  carrying  out  any  evaluation  of  each 
program  conducted  by  or  for  the  Secretary  or 
other  Federal  official 

(5)  That  the  State  will  use  fiscal  control 
and  fund  accounting  procedures  that  will 
ensure  proper  disbursement  of,  and 
accounting  for.  Federal  funds  paid  to  the 
State  under  each  program: 

(6)  That  the  State  make  such  reports  to 
the  Commissioner  (including  reports  on  the 
results  of  evaluations  requii^  under 
paragraph  (4))  as  may  reasonably  be 
necessary  to  enable  ^e  Commissioner  to 
perform  his  duties  under  each  program,  and 
that  the  State  will  maintain  such  records,  in 
accordance  with  the  requirements  of  section 
437  of  this  Act  and  afford  access  to  the 
records  as  the  Commissioner  may  find 
necessary  to  carry  out  his  duties:  and 

(7)  That  the  State  will  provide  reasonable 
opportunities  for  the  pmUdpation  by  local 
agencies,  representatives  of  the  class  of 
individuals  affected  by  each  program  and 
other  interested  institutioiu.  organizations, 
and  individuals  in  the  planning  for  an 
operation  of  each  program.  Including  the 
following: 

(A)  The  State  will  consult  with  relevant 
advisory  committees,  local  agencies,  interest 
groups,  and  experienced  professionals  in  the 
development  of  program  plans  required  by 
statute; 
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(B)  The  State  will  publiah  each  proposed 
plW  in  a  manner  that  will  ensure  ciroilation 
throughout  the  State,  at  least  sixty  days  prior 
to  the  date  on  wdiich  the  plan  is  submitt^  to 
the  Conunisaioner  or  on  which  the  plan 
becomes  effective,  whichever  occurs  eaiiier. 
with  an  opportunity  for  public  comments  on 
such  plans  to  be  accept^  for  at  least  thirty 
days; 

(C)  The  State  nvill  hold  public  hearings  on 
the  proposed  plans  if  required  by  the 
CommissioDer  by  regulation;  and 

(D)  The  State  will  provide  an  opportunity 
for  interested  agencies,  organizations,  and 
individuals  to  suggest  improvements  in  the 
administration  of  the  program  and  to  allege 
that  there  has  been  a  failure  by  any  entity  to 
comply  with  applicable  statutes  and 
regulations. 

(c)  Each  general  application  submitted 
under  this  section  shall  remain  in  effect  for 
the  duration  of  any  program  it  covers.  The 
Commissioner  shall  not  require  the 
resubmission  or  amendment  of  that 
application  unless  required  by  changes  in 
Federal  or  State  law  or  by  other  significant 
changes  in  the  circumstances  affecting  an 
assurance  in  that  application. 

Singh  Local  Educational  Agency  Application 

Sec.  436.  (a)  Each  local  educational  agency 
which  participates  in  an  applicable  program 
undo'  which  Federal  funds  are  made 
available  to  such  agency  through  a  State 
agency  or  board  shall  submit  to  such  agency 
or  board  a  general  application  containing  the 
a8siB<ances  set  forth  in  subsection  (b).  lliat 
appMoetion  shall  cover  the  participation  by 
that  local  ednoation  agency  in  all  such 
programs. 

(b)  The  general  application  submitted  by  a 
local  eduoetional  agency  under  subsection  (a) 
set  forth  assurances — 

(1)  Hial  the  local  educational  agency  will 
administer  eaoh  program  covered  by  the 
apphoation  in  accordance  with  all  applicable 
statutes,  regulations,  program  plans,  and 
applications; 

(2)  Hiat  die  control  of  funds  provided  to 
the  local  educational  agency  under  each 
program  and  title  to  property  acquired  with 
those  funds,  will  be  in  a  public  agency  and 
that  a  pubhc  agency  will  administer  those 
funds  and  property, 

(3)  That  the  local  educational  agency  will 
use  fiscal  control  and  fund  accounting 
procedures  that  will  ensure  proper 
disbursement  of,  and  accounting  for.  Federal 
funds  paid  to  that  agency  under  each 
program: 

(4)  That  the  local  educational  agency  will 
make  reports  to  the  State  agency  or  board 
and  to  the  Commissioner  as  may  reasonably 
be  necessary  to  enable  the  State  agency  or 
board  and  the  Commissioner  to  perform  their 
duties  and  that  the  local  educational  agency 
will  maintain  such  records,  including  the 
records  required  under  section  437,  and 
provide  access  to  those  records,  as  the  State 
agency  or  board  or  the  Commissioner  deem 
necessary  to  perform  their  duties; 

(5)  That  the  local  educational  agency  will 
provide,  reasonable  opportunities  for  the 
participation  by  teachers,  parents,  and  other 
interested  agencies,  organizations,  and 


individuals  in  the  planning  for  an  operation 
of  each  program; 

(6)  That  any  application,  evaluation, 
periodic  program  plan  or  report  relating  to 
each  program  will  be  made  readily  available 
to  parents  and  other  members  of  the  general 
pubUc; ' 

(7)  That  in  the  case  of  any  project  involving 
construction-^ 

(A)  The  project  is  not  inconsistent  with 
overall  State  plans  for  the  construction  of 
school  facilities,  and 

(B)  In  developing  plans  for  construction, 
due  consideration  will  be  given  to  excellence 
of  architecture  and  design  and  to  compliance 
with  standards  prescribed  by  the  Secretary 
under  section  504  of  the  Rehabilitation  Act  of 
1973  in  order  to  ensure  that  facilities 
constructed  with  the  use  of  Federal  funds  are 
accessible  to  and  usable  by  handicapped 
individuals;  and 

(8)  That  the  local  educational  agency  has 
adopted  effective  procedures  for  acquiring 
and  disseminating  to  teachers  and 
administrators  participating  in  each  program 
significant  information  from  educational 
researdi,  demonstrations,  and  similar 
projects,  and  for  adopting,  where  appropriate, 
promising  educational  practices  developed 
through  such  projects. 

(c)  A  general  appUcation  submitted  under 
this  section  shall  remain  in  effect  for  the 
duration  of  the  programs  it  covers.  The  State 
agencies  or  boestis  administering  the 
programs  ooverod  by  the  application  shall  not 
require  the  submission  or  amendment  of  such 
applicatian  uidess  required  by  dianges  in 
Fe^ral  or  State  law  or  by  other  significant 
change  in  the  oiroumstances  affecting  an 
assurance  in  sadh  application. 

Protection  of  PapiJ  Rights 

Sea  439.  (€^  Al  instruotional  material, 
including  teacher’s  manuals,  Elms,  tapes,  or 
other  supplementary  instructional  material 
which  will  be  used  in  connection  with  any 
research  or  experimentation  program  or 
project  shall  be  available  for  inspection  by 
the  parents  or  guardians  of  the  children 
engaged  in  such  program  or  project.  For  the 
purpose  of  this  section  “research  or 
experimentation  program  or  project"  means 
any  program  or  project  in  any  applicable 
jmigram  design^  to  explore  or  develop  new  ' 
or  unproven  teaching  methods  or  techniques. 

(b)  No  student  shall  be  required,  as  part  of 
any  appbcable  program,  to  submit  to 
psychiatric  examination,  testing,  or 
treatment,  or  psychological  examination, 
testing,  or  treatment,  in  which  the  primary 
purpose  is  to  reveal  information  concerning; 

(1)  Political  affiliations; 

(2)  Mental  and  psychological  problems 
potentially  embarrassing  to  the  student  or  his 
family; 

(3)  Sex  behavior  and  attitudes; 

(4)  Illegal  anti-social,  self-incriminating 
and  demeaning  behavior, 

(5)  Critical  appraisals  of  other  individuals 
with  whom  respondents  have  close  family 
relationships; 

(6)  Legafiy  recognized  privileged  and 
analogous  relationships,  such  as  those  of 
lawyers,  physicians,  and  ministers;  or 


(7)  Income  (other  than  that  required  by  law 
to  determine  eligibility  for  participation  in  a 
program  or  for  receiving  financial  assistance 
under  such  program),  without  the  prior 
consent  of  the  student  (if  the  studmt  is  an 
adult  or  emancipated  minor),  or  in  the  case  of 
unemancipated  minor,  witbwt  the  prior 
written  consent  of  the  parent  ' 


Sea  451.  (a)  The  Commissioner  shall 
establish  in  the  Office  at  Education  an 
Education  Appeal  Board  (hereinafter  in  this 
part  referred  to  as  the  "Board")  the  functions 
of  which  shall  be  to  conduct —  '' 

(1)  Audit  appeal  hearings  pursuant  to 
section  452  of  this  Act, 

(2)  Withholding  hearings  pursuant  to 

section  453  of  this  Act  -  * 

(3)  Cease  and  desist  hearings  pursuant  to 
section  454  of  this  Act  and 

(4)  Other  proceedings  designated  by  the 
Commissioner. 

(b)  The  members  of  the  Board  shall  be 
designated  by  the  Secretary,  in  consultation 
with  the  Assistant  Secretary  fm*  Education 
and  the  Commissioner,  and  may  include 
individuals  who  are  officers  or  employees  of  ■ 
the  United  States,  as  well  as  Individuals  who 
are  not  fulltime  employees  of  the  Federal 
Government 

(c)  The  Board  shall  be  composed  of  not  less 
than  fifteen  mH*  more  than  diirty  members,  of 
whom  no  more  than  ooe-tiiird  shall  be 
officers  or  employees  of  die  Department.  The 
Secretary  shall  designate  one  of  the  members 
of  the  Board  to  be  t^  Ckainnan. 

(d)  For  die  purposes  of  conducting  hearings 
as  provided  in  subseotion  (a)  the  Chairman 
may  appoint  bearing  panels  of  not  less  than 
UiTM  members  of  the  Board,  or  die  Cbairman 
may  designate  the  entire  Board  to  sit  as  a 
panel  for  any  oese  or  dass  at  oases.  On  any 
such  panel— 

(1)  The  majority  of  members  shall  not  be 
individuals  in  the  full-time  employment  of  the 
Federal  Government, 

(2)  The  membership  shaU  not  Include  any 
individual  who  is  a  party  to,  or  has  any 
responsibility  for,  any  particular  matter 
assigned  to  that  panel,  and 

(3)  The  Chairman  of  the  Board  shall 
designate  one  member  of  each  such  panel  to 
bh  the  presiding  officer. 

(e)  The  proceedings  of  the  Board  shall  be 
conducted  according  to  such  rules  as  the 
Commissioner  shall  prescribe  by  regulation 
in  conformance  with  the  rules  relating  to 
hearings  in  tide  5,  United  States  Code, 
sections  554,  556  and  557  respecting — 

(1)  The  receipt  of  oral  or  written  testimony. 

(2)  Notice  of  the  issues  to  be  considered, 

(3)  The  right  to  counsel 

(4)  Intervention  of  third  parties, 

(5)  Transcripts  of  proceedings,  and 

(6)  Such  other  matters  as  may  be  necessary 
to  carry  out  the  fimctions  of  the  Board. 

(f)  If  there  has  been  established  within  the 
Department  of  Health,  Education,  and 
Welfare  an  appeal  board  which  the 
Commissioner  determines  is  capable  of 
carrying  out  the  functions  of  the  Board 
established  under  this  section,  he  may,  with 
the  approval  of  the  Secrelary,  designate  such 


PART E— Enforcement  Education  Appeal 
Board 


Federal  Register  /  Vol.  44,  No.  88  /  Friday,  May  4,  1979  /  Proposed  Rules 


26341 


Department  appeal  board  to  carry  out  the 
functions  of  this  section. 

Audit  Determination$ 

Sea  452.  (a)  Whenever  the  Commissioner 
determines  that  an  expenditure  not  allowable 
under  a  program  listed  in  section  435(a)  of 
this  title,  or  conducted  under  title  VI  and  title 
VII  of  the  Elementary  and  Secondary 
Education  Act  of  1965  or  under  the 
Emergency  School  Aid  Act,  has  been  made 
by  a  State  or  by  a  local  educational  agency, 
or  that  a  State  or  local  educational  agency 
has  otherwise  failed  to  discharge  its 
obligation  to  account  for  funds  under  any 
such  program,  the  Commissioner  shall  give 
such  State  or  local  educational  agency 
written  notice  of  a  final  audit  determination, 
and  he  shall  at  the  same  time  notify  such 
State  or  agency  of  its  right  to  have  such 
determination  reviewed  by  the  Board. 

(b)  A  State  or  a  local  educational  agency 
that  has  received  written  notice  of  a  final 
audit  determination  and  that  desires  to  have 
such  determination  reviewed  by  the  Board 
shall  submit  to  the  Board  an  application  for 
review  not  later  than  thirty  days  after  receipt 
of  notification  of  the  Hnal  audit 
determination.  The  application  for  review 
shall  be  in  the  form  and  contain  the 
information  speciHed  by  the  Board.  The 
Board  shall  return  to  the  Commissioner  for 
such  action  as  he  deems  appropriate  any 
final  audit  determination  which,  in  the 
judgment  of  the  Board,  contains  insufficient 
detail  to  identify  with  particularity  those 
expenditures  which  are  not  allowable.  Unless 
the  Board  determines  that  a  Hnal  audit 
determination  lacks  sufficient  detail,  the 
burden  shall  be  upon  the  State  or  local 
educational  agency  to  demonstrate  the 
allowability  of  expenditures  disallowed  in 
the  Bnal  audit  determination. 

(c)  When  a  State  or  a  local  educational 
agency  has  submitted  an  application  for 
review  with  respect  to  a  fin^  audit 
determination,  no  action  shall  be  taken  by 
the  Commissioner  to  collect  the  amount 
determined  to  be  owing  until  the  Board  has 
issued  a  Bnal  decision  upholding  the  audit 
determination  as  to  all  or  any  part  of  such 
amount  The  filing  of  such  an  application 
shall  not  affect  the  authority  of  the 
Commissioner  to  take  any  other  adverse 
action  against  such  State  or  agency  under 
this  part. 

(dj  A  decision  of  the  Board  with  respect  to 
an  application  for  review  under  this  section 
shall  become  final  unless  within  sixty  days 
following  receipt  by  the  State  or  by  the  local 
educational  agency  of  written  notice  of  the 
decision — 

(1)  The  Commissioner  for  good  cause 
shown,  modifies  or  sets  aside  the  decision,  in 
whole  or  in  part  in  which  case  the  decision 
shall  become  final  sixty  days  after  such 
action  by  the  Commissioner,  or 

(2)  The  State  or  the  local  educational 
agency  files  a  petition  for  judicial  review  as 
provided  in  section  455  of  this  Act. 

(e)  A  final  audit  determination  by  the 
Commissioner  under  subsectian  (a)  with 
respect  to  which  review  has  not  beisn 
requested  pursuant  to  subsection  (b),  or  a 
final  decision  of  the  Board  under  Uiis  section 


upholding  a  final  audit  determination  against 
a  State  or  a  local  educational  agency  shisll 
establish  the  amount  of  the  audit 
determination  as  a  claim  of  the  United  States 
which  the  State  or  the  local  educational 
agency  shall  be  required  to  pay  to  the  United 
States  and  which  may  be  collected  by  the 
Commissioner  in  accordance  with  the  Federal 
Claims  Collection  Act  of  1966. 

(fKl)  Notwithstanding  any  other  provision 
of  law,  the  Commissioner  may,  subject  to  the 
notice  requirements  of  paragraph  (2), 
compromise  any  claim  established  under  this 
section  for  whi^  the  initial  determination 
was  found  to  be  not  in  excess  of  $60,000, 
where  the  Commissioner  determines  that  (A) 
the  collection  of  any  or  all  of  the  amount 
thereof  would  not  [»actical  or  in  the  public 
interest,  and  (B)  the  practice  which  resulted 
in  the  claim  has  been  corrected  and  will  not 
recur. 

(2)  Not  less  than  forty-five  days  prior  to  the 
exercise  of  the  audiorify  to  compromise  a 
daira  pursuant  to  paragraph  (Ik  fiw 
Commissiofier  shall  publish  in  the  Federal 
Register  a  notice  of  his  intention  to  do  so. 
Such  notice  shall  provide  interested  persons 
an  opportunity  to  comment  on  any  proposed 
action  under  this  subsection  through  the 
submission  of  vrritten  data,  views,  or 
arguments. 

(g)  No  State  and  no  local  educational 
agency  shall  be  liable  to  refund  any  amount 
expended  under  an  applicable  program  which 
is  deteimined  to  be  unauthoriz^  by  law  if 
that  expenditure  was  made  more  than  five 
years  before  that  State  or  local  educational 
agency  is  given  the  notice  required  by 
subsection  (a). 

(h)  The  Semtary  shall  employ,  assign,  or 
transfer  sufficient  professional  personnel  to 
ensure  that  all  matters  brought  before  the 
Board  may  be  dealt  with  in  a  timely  manner. 

Withholdings 

Sea  453.  (a)  Whenever  the  Commissioner 
has  reason  to  believe  that  any  recipient  of 
funds  under  any  applicable  program  (other 
than  a  program  to  which  regulations 
promulgated  under  section  497A  of  the  Hi^er 
Education  Act  of  1955  apply),  has  failed  to 
comply  substantially  with  any  requirement  of 
law  applicable  to  such  funds,  he  shall  notify 
such  recipient  in  writing  of  his  intention  to 
withhold,  in  whole  or  in  part,  further 
payments  under  such  program,  including 
payments  for  State  or  local  administrative 
costs,  until  he  is  satisfied  that  the  recipient 
no  longer  fails  to  comply  with  such 
assurances  or  other  terms. 

(b)  The  notification  required  under 
subsectioa  (a)  shall  state  (1)  the  facts  upon 
which  the  Comariasioiier  hM  based  his  beUef 
and  (2)  a  notice  of  opportunity  for  a  hearing 
to  be  held  on  a  date  at  least  thirty  days  alter 
the  notification  has  been  sent  to  the  recipient 
The  hearing  shad  be  held  before  the  Board 
and  shall  be  conducted  in  accordance  with 
rules  prescribed  pursuant  to  section  451(e)  of 
this  Act 

(c)  Pending  the  outcoMS  of  any  proceeding 
initiated  under  this  section,  dm 
ConuniasioDer  may  suspend  payssents  to 
such  a  recipient  after  such. recipient  has  been 
given  reasonable  notice  and  opportunity  to 


show  cause  why  such  action  should  not  be 
taken. 

(d)  The  decision  of  the  Board  in  any 
proceeding  brought  under  this  section  shall , 
become  final  unless  within  sixty  days 
following  receipt  by  the  recipient  of  written 
notice  of  die  d^sion — 

(1)  The  Commissioner  for  good  cause 
shown,  modifies,  or  sets  aside  the  decision  in 
whole  or  in  part  in  which  case  the  decision 
as  modified  shall  become  final  sixty  days 
after  such  action  by  the  Commissioner,  or 

(2)  The  recipient  files  a  petition  for  judicial 
review  as  provided  in  section  455  of  this  Act. 

Cease  and  Desist  Orders 

Sec.  454.  (a)  Whenever  the  Commissioner 
has  reason  to  believe  that  any  State  or  any 
local  educational  agency  that  receives  funds 
under  any  ^plicable  program  has  failed  to 
conqily  substantially  with  any  requirement  of 
law  applicable  to  such  funds,  in  lieu  of 
proceeding  under  section  463  of  this  Act  the 
Commissioner  may  issue  and  cause  to  be 
served  upon  such  State  or  upon  such  local 
educational  agency  a  complaint  (1)  stating 
the  charges  upon  which  his  belief  is  based, 
and  (2)  contafoing  a  notice  of  a  bearing  to  be 
held  before  the  Board  on  a  date  at  least  thirty 
days  after  the  service  61  that  complaint 

(b)  The  Stats  or  the  local  educational 
ageacy  upon  which  such  a  complamt  has 
been  served  shall  have  the  right  to  appear 
before  tiw  Board  on  the  date  spedfi^  and  to 
show  cause  why  an  order  should  not  be 
entered  by  the  Board  requiring  such  State  or 
such  local  educational  agency  to  cease  and 
desist  fitim  the  violation  of  law  charged  in 
the  complaint 

(c)  The  testimony  in  any  hearing  held  under 
this  section  shall  be  reduced  to  writing  and 
filed  with  the  Board.  If  upon  tftat  hearing  the 
Board  shall  be  of  the  opinion  that  the  State  or 
the  local  educational  agency  is  in  violation  of 
any  requirement  of  law  as  charged  in  the 
complaint  it  shall  make  a  report  in  writing 
stating  its  findings  of  fact  and  shall  issue  and 
cause  to  be  served  iqion  the  State  or  the  local 
educational  agency  an  order  requiring  the 
State  or  the  local  educational  agency  to  cease 
and  desist  fiom  the  practice,  policy,  or 
procedure  which  resulted  in  such  violation. 

(d)  The  report  and  order  of  the  Board  shall 
become  final  on  the  sixtieth  day  following  the 
date  upon  which  the  order  cf  the  Board  was 
served  upon  the  State  or  the  local 
educational  agency  unless  before  thet  day 
the  State  or  local  educational  agency  files  a 
petition  for  judicial  review  as  provided  in 
section  465  of  this  Act 

(e)  A  final  order  of  the  Board  under  this 
section  may  be  enforced,  as  determined  by 

(1)  The  withholdiai  of  any  portion  of  the 
amount  payable,  indodlog  amounts  payable 
for  adminiatrative  ooets.  under  the  affected 
program  to  the  State  or  the  local  aducatioaal 
agency  againet  which  fte  final  order  has 
been  laoued,  or 

(2)  The  rnmnriaslnner  oerttfyh^  the  fads  to 
the  Attorney  General  whose  duty  it  shall  be 
to  cause  appropriate  proceeding  to  be 
brought  for  the  enforcement  of  the  order 
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Judicial  Review 

Sec.  455.  (a)  Any  recipient  of  funds  under 
an  applicable  program  that  would  be 
adversely  affected  by  any  action  imder 
section  452,  453,  or  454  of  this  Act,  and  any 
State  entitled  to  receive  funds  under  a 
program  listed  in  section  435(a)  of  this  title 
whose  application  therefor  has  been 
disapproved  by  the  Commissioner,  shall  be 
entitled  to  Judicial  review  of  such  action  in 
accordance  with  the  provision  of  this  section 

(b)  Any  State,  local  educational  agency,  or 
other  recipient  entitled  to  Judicial  review 
under  subsection  (a)  that  desires  such  review 
of  any  action  by  the  Commissioner  or  the 
Board  qualifying  for  review  under  this  section 
shall,  «vithin  sixty  days  of  that  action,  file 
with  the  United  States  Court  of  Appeals  for 
the  circuit  in  which  that  State,  local 
educational  agency,  or  other  recipient  is 
located,  a  petition  for  review  of  such  action. 

A  copy  of  the  peUtion  shall  be  forthwith 
transmitted  by  the  clerk  of  the  court  to  the 
Commissioner.  The  Commissioner  thereupon 
shall  file  in  the  court  the  record  of  the 
proceedings  on  which  the  action  was  based, 
as  provided  in  section  2112  of  title  28,  United 
States  Code. 

(c)  The  findings  of  fact  by  the  Board,  if 
supported  by  substantial  evidence,  shall  be 
conclusive:  but  the  court,  for  good  cause 
shown,  may  remand  the  case  to  the  Board  to 
take  further  evidence,  and  the  Board  may 
thereupon  make  new  or  modihed  findings  of 
fact  and  may  modify  its  previous  action,  and 
shall  certify  to  the  court  the  record  of  the 
further  proceedings.  Such  new  or  modified 
findings  of  fact  shall  likewise  be  conclusive  if 
supported  by  substantial  evidence. 

(d)  The  court  shall  have  Jurisdiction  to 
affirm  the  action  of  the  Board  or  the 
Commissioner  or  to  set  it  aside,  in  whole  or 
in  part.  The  judgment  of  the  court  shall  be 
subject  to  review  by  the  Supreme  Court  of  the 
United  States  upon  certiorari  or  certification 
as  provided  in  section  1254  of  title  28,  United 
States  Code. 

Use  of  Recovered  Funds 

Sec.  456.  (a)  Whenever  the  Commissioner 
has  recovered  funds  following  a  final  audit 
determination  %vith  respect  to  any  applicable 
program,  he  may  consider  those  funds  to  be 
additional  funds  available  for  that  program 
and  may  arrange  to  repay  to  the  State  or  the 
local  agency  affected  by  that  action  not  to 
exceed  75  percent  of  those  funds  upon 
determination  that — 

(1)  The  practices  or  procedures  of  the  State 
or  local  agency  that  resulted  in  the  audit 
determination  have  been  corrected,  and  that 
the  State  or  the  local  agency  is  in  all  other 
respects  in  compliance  with  the  requirement 
of  that  program; 

(2)  The  State  or  the  local  agency  has 
submitted  to  the  Commissioner  a  plan  for  the 
use  of  those  funds  pursuant  to  the 
requirements  of  that  program  and.  to  the 
extent  possible,  for  the  benefit  of  the 
population  that  was  affected  by  the  failure  to 
comply  or  by  the  misexpenditiu*es  that 
resulted  in  the  audit  exception;  and 

(3)  The  use  of  those  funds  in  accordance 
with  that  plan  would  serve  to  achieve  the 


purpose  of  the  program  under  which  the 
funds  were  ori^nally  granted. 

(b)  Any  payments  by  the  Commissioner 
under  this  section  shall  be  subject  to  such 
other  conditions  as  the  Commissioner  deems 
necessary  to  accomplish  the  purposes  of  the 
Affected  programs,  including — 

(1)  The  submission  of  periodic  reports  on 
the  use  of  funds  provided  under  this  section; 
and 

(2)  Consultation  by  the  State  or  local 
agency  with  parents  or  representatives  of  the 
population  that  will  benefit  from  the 
payments. 

(c)  Notwithstanding  any  other  provisions  of 
law.  the  Commissioner  may  authorize 
amounts  made  available  under  this  section  to 
remain  available  for  expenditure,  subject  to 
such  conditions  as  he  deems  appropriate,  for 
up  to  three  fiscal  years  following  the  fiscal 
year  in  which  the  audit  determination 
referred  to  in  subsection  (a)  was  made. 

(d)  At  least  thirty  days  prior  to  entering 
into  an  arrangement  under  this  section,  the 
Commissioner  shall  publish  in  the  Federal 
Register  a  notice  of  his  intent  to  do  so  and  the 
terms  and  conditions  under  which  payments 
will  be  made.  Interested  persons  shall  have 
an  opportunity  for  at  least  thirty  days  to 
submit  comments  to  the  Commissioner 
regarding  the  proposed  arrangement. 

PART  100c— GENERAL 

Sec. 

lOOc.l  Definitions  that  apply  to  all 
Education  Division  Programs. 
lOOc.2  Records  under  the  Freedom  of 
Information  Act. 

Authority:  Sec.  408(a)(1)  of  Pub.  L  90-247, 
as  amended,  88  Stat.  559,  560  (20  U.S.C. 
1221e-3(a)(l)),  unless  otherwise  noted. 

PART  100c— GENERAL 

§  IOOc.1  Definitions  that  apply  to  all 
Education  Division  programs. 

(a)  Unless  a  statute  or  regulation 
provides  otherwise,  the  definitions  in 
this  section  apply  to  the  regulations 
for — 

(1)  The  Museum  Services  Program 
(Part  64  of  this  title); 

(2)  Programs  of  the  Office  of 
Education  (Parts  100-199  of  this  title): 

(3)  Programs  of  the  National  Institute 
of  Education  (Parts  1400-1499  of  this 
title):  and 

(4)  Programs  of  the  Office  of  the 
Assistant  Secretary  for  Education  (Parts 
164  and  1501  of  this  title). 

(b)  The  following  definitions  in  Part  74 
of  this  title  apply  to  the  regulations 
listed  in  paragraph  (a)  of  this  section. 
The  section  of  Part  74  which  contains 
the  definition  is  given  in  the 
parentheses. 

Budget  (74.104) 

Contract  (includes  definition  of 
SUBCONTRACT)  (74.3) 

Equipment  (74.132) 

Federally  recognizi^  Indian  tribal 
government  (74.3) 


Grant  (74.3) 

Grantee  (74.3) 

HEW  (74.3) 

Local  government  (74.3) 

Personal  property  (74.132) 

Real  property  (74.132) 

Recipient  (74.3) 

Sub^ant  (74.3) 

Subgrantee  (74.3) 

Supplies  (74.132) 

(c)  The  following  definitions  also 
apply  to  the  regulations  listed  in 
paragraph  (a)  of  this  section: 

** Acquisition”  means  taking 
ownership  of  property,  receiving  the 
property  as  a  gift,  entering  into  a  lease- 
purchase  arrangement,  or  leasing  the 
property.  The  term  includes  processing, 
delivery,  and  installation  of  property. 

(Sources:  134a.5;  117.20;  100.1;  131.2) 

“Applicant”  means  a  party  requesting 
a  grant  or  subgrant  under  a  program  of 
the  Education  Division. 

(Sources:  100.1;  114.1(b);  115.3(b);  1400.1) 

“Application”  means  a  request  for  a 
grant  or  subgrant  under  a  program  of  the 
Education  Division. 

(Sources:  100.1, 1400.1, 115.3(c).  114.4) 

“Appropriate  Official  of  the  Education 
Division”  means  the  official  that  has 
overall  administrative  responsibility  for 
an  Education  Division  program.  For  each 
program,  that  offical  is  one  of  the 
following — 

(a)  The  Assistant  Secretary; 

(b)  The  Commissioner; 

(c)  The  Director  of  the  National 
Institute  of  Education:  or 

(d)  The  Director  of  the  Institute  of 
Museum  Services. 

“Assistant  Secretary”  means  the 
Assistant  Secretary  for  Education  of  the 
Department  of  Health,  Education,  and 
Welfare  or  an  official  or  employee  of  the 
Education  Division  to  whom  the 
Assistant  Secretary  has  delegated 
authority. 

(Source:  185.02(a)) 

“Award”  means  an  amount  of  funds 
that  the  Education  Division  provides 
under  a  grant  or  contract. 

(Source:  1400.1) 

“Budget  Period”  means  an  interval  of 
time  into  which  a  project  period  is 
divided  for  budgetary  purposes. 

(Sources:  HEW  GAM  1-85;  100.1;  1400.1) 

“Commissioner”  means  the  U.S. 
Commissioner  of  Education  or  an 
official  or  employee  of  the  Office  of 
Education  to  whom  the  Commissioper 
has  delegated  authority. 

(Sources:  100.1;  105  App  A:  lOO-lOOd  App  A 
para.  1(2);  190.2(d);  lie.2(b)) 
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“Department"  means  the  U.S. 
Department  of  Health.  Education,  and 
Welfare.  ’ 

(Sources:  lOO-lOOd  App  A  para.  1(b);  1400.1) 

“EDGAR"  means  the  Education 
Division  General  Administrative 
Regulations  (parts  100a,  lOOb,  and  100c 
of  this  title). 

“Director  of  the  Institute  of  Museum 
Services”  means  the  Director  of  the 
Institute  of  Museum  Services  or  an 
officer  or  employee  of  the  Institute  of 
Museum  Services  to  whom  the  Director 
has  delegated  authority. 

“Director  of  the  National  Institute  of 
Education"means  the  Director  of  the 
National  Institute  of  Education  or  an 
officer  or  employee  of  the  National 
Institute  of  Education  to  whom  the 
Director  has  delegated  authority. 

“Education  Division"  means  the  HEW 
agency,  headed  by  the  Assistant 
Secretary,  that  is  composed  of —  • 

(a)  The  Office  of  the  Assistant 
Secretary  (which  includes  the  National 
Center  for  Education  Statistics); 

(b)  The  Office  of  Education; 

(c)  The  National  Institute  of 
Education;  and 

(d)  The  Institute  of  Museum  Services. 
(Source:  CEPA  Section  401) 

“Elementary  school"  means  a  day  or 
residential  school  that  provides 
elementary  education,  as  determined 
under  State  law. 

(Sources:  160f.2;  191.12;  100.1;  116.2(b)  App. 
sec.  403) 

“Facilities”  means  one  or  more 
structures  in  one  or  more  locations. 
(Sources:  1534;  1422.1(b);  lOOb.156) 

“Fiscal  year"  means  a  period 
beginning  on  October  1  and  ending  on 
the  following  September  30. 

(Source:  100.1;  1400.1;  1501.3) 

“GEPA"  means  The  General 
Education  Provisions  Act 

“Grant  period”  means  the  period  for 
which  funds  have  been  awarded. 

(Sources:  HEW  GAM  1-85:  lOO-lOOd  App  A 
para.  1(h);  1400.1;  100.1) 

“Local  educational  agency"  means: 

(a)  A  public  board  of  education  or 
other  public  authority  legally  constituted 
within  a  State  for  either  administrative 
control  or  direction  of,  or  to  perform 
service  functions  for  public  elementary 
or  secondary  schools  in — 

(1)  A  city,  county,  township,  school 
district  or  other  political  suMivision  of 
a  State;  or 

(2)  Such  combination  of  school 
districts  or  counties  as  a  State 
recognizes  as  an  administrative  agency 


for  its  public  elementary  or  secondary 
schools;  or 

(b)  Any  other  public  institution  or 
agency  that  has  administrative  control 
and  direction  of  a  public  elementary  or 
secondary  schools. 

(Sources:  129.1(j);  127.1(j);  121.2;  121a4;  ieof.2; 
116.2(b);  181.2;  141.1;  104  App  A;  197.2; 
123.02(d);  196.12;  160.3;  123.(l^d);  144.2; 
166.73(a);  162.2: 160b.2;  124.2;  112.1;  160a4; 
185.02: 180g.2;  1274;  113.1;  1724;  134.2; 
114.1(m);  158.2;  118.2;  1174;  1004;  160c4; 

186.2;  11843) 

“Minor  remodeling"  means  minor 
alternations,  in  a  previously  completed 
building.  The  term  also  includes  the 
extension  of  utility  lines,  such  as  water 
and  electricity,  from  points  beyond  the 
conHnes  of  the  space  in  which  the  minor 
remodeling  is  undertaken  but  within  the 
confines  of  the  previously  completed 
building.  The  term  does  not  include 
building  construction,  structural  ■ 
alternations  to  buildings,  building 
maintenance,  or  repair. 

(Sources:  1400.1, 100.1, 134.2;  141.1;  142.3; 
186.2) 

“Nonprofit",  as  applied  to  an  agency, 
organization,  or  institution,  means  that  it 
is  owned  and  operated  by  one  or  more 
corporations  or  associations  whose  net 
earnings  do  not  benefit,  and  cannot 
lawfully  benefit,  any  private 
shareholder  or  entity. 

(Sources:  161^.2, 175.2, 190.2, 100.1, 1501.3) 

“Nonpublic"  as  applied  to 
.  elementary  or  secondary  school  means 
nonprofit  elementary  or  secondary 
school  that  is  operated  or  cmitrolled  by 
an  organization  that  is  not  a  public 
agency. 

(Sources:  160.62. 191.1Z  160b4, 1974) 

“Preschool"  means  the  educational 
level  from  a  child’s  birth  to  the  time  at 
which  the  State  provides  elementary 
education. 

(Source:  100.1) 

“Private"  as  applied  to  an  agency, 
organization,  or  institution,  means  that  it 
is  not  under  public  supervision  or 
control. 

(Sources:  1401.1;  15014] 

“Project"  means  the  activity  described 
in  an  application. 

(Source;  HEW  GAM  1-85) 

“Project  period”  means  the  period  for 
which  the  appropriate  offical  of  the 
Education  Division  approves  a  project 
(Source:  HEW  GAM  1-85, 1400.1) 

“Public",  as  applied  to  an  agency, 
organization,  or  institution,  means  that 
the  agency,  organization,  or  institution 
as  under  the  administrative  supervision 


or  control  of  a  government  other  than 
the  Federal  Government 

(Source:  1400.1;  1501.3) 

“Secondary  scbord”  means  a  day  or 
residential  school  that  provides 
secondary  education,  as  determined 
under  the  State  law.  In  the  absence  of 
Stale  law,  the  Commissioner  determines 
whether  the  term  includes  education 
beyond  the  twelfth  grade. 

(Sources:  155.4(f):  1504;  16014;  lOai;  141.1; 
191.12: 116.2(b) 

“Secretary"  means  the  Secretary  of 
the  Department  of  Health.  Education, 
and  Welfare,  or  an  official  or  employee 
of  the  Department  to  whom  the 
Secretary  has  delegated  authority. 
(Sources:  140ai.  105  App  A:  100.1) 

“Service  function",  with  respect  to  a 
local  educational  agency — 

(a)  Means  an  educational  service  that 
is  performed  by  a  legal  entity,  such  as 
an  intermediate  agency — 

(1) (i)  Whose  jurisdiction  does  not 
extend  to  the  whole  State;  and 

(ii)  That  is  authorized  to  provide 
consultative,  advismy,  or  educational 
program  services  to  public  elementary 
or  secondary  schools;  or 

(2)  That  has  regulatory  functions  over 
agencies  having  administrative  control 
or  direction  of  public  elementary  or 
secondary  schools. 

(b)  The  term  does  not  include  a 
service  that  is  performed  by  a  cultural  or> 
educational  resource. 

(Source:  100.1) 

“State”  includes  each  of  the  50  States, 
the  Commonwealth  of  Puerto  Rico,  the 
District  of  Columbia.  Guam,  American 
Samoa,  the  Virgin  Islands,  the  Northern 
Mariana  Islands,  and  the  Trust  Territory 
of  the  Pacific  Islands. 

(Sources:  107.1(h);  1174;  119.1(n);  123.02(h); 
129.1(n);  130.3;  141.1;  148.2;  1544;  1554;  157.2; 
159.2;  160.3;  160C.2;  1804;  189.1;  1924;  121a.l5; 
105  App.  A;  153.3;  158.2;  178a.2: 1874;  193.2;  " 
191.12;  175.2;  178.2;  190.2;  172.3) 

“State  educational  agency”  means  the 
State  board  of  education  or  other  agency 
or  officer  primarily  responsible  for  the 
supervision  of  public  elementary  and 
secondary  schools  in  a  State.  In  the 
absence  of  this  officer  or  agency,  it  is  an 
officer  or  agency  designated  by  the 
Governor  or  State  law. 

(Sources:  197.1;  107.1(1);  121.2;  1344;  160a.3: 
160g.2;  185.02;  158.2;  1974;  164.03;  117.1; 
123.02(1);  141.1;  160b.2;  162.2;  186.2;  187.2; 
116.2(b);  160f.2: 172.3;  166.73(a);  119.1(0); 
129.1(1);  160.3;  160d.2;  191.12) 

“Work  of  art"  means  an  item  that  is 
incorporated  into  facilities  primarily 
because  of  its  aesthetic  value. 

(20  U3.C  1221e-3(aKl)) 


/ 
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(Source:  100.1) 

§  IOOc.2  Records  under  the  Freedom  of 
Information  Act 

The  Education  Division  makes  records 
available  in  accordance  with  the 
Freedom  of  Information  Act  and  the 
Department's  regulations  in  part  5  of  this 
title.  The  Education  Division  uses  the 
fee  schedule  in  S  5.1. 

(5  U.S.C.  552) 

(Sources:  100.5;  100.6;  100.7) 

PART  lOOd— (Deleted) 

Part  74— Administration  of  Grants 

As  revised  on  August  2. 1978  (43  FR 
34076) 

Note;  Part  74  is  republished  as  Attachment 
No.  2  to  the  EDAG  NPRM  to  assist  readers  in 
following  cross  references  to  Part  74.  This 
will  not  be  published  with  the  final  rule. 

DEPARTMENT  OF  HEALTH, 
EDUCATION,  AND  WELFARE 

(45  CFR  Part  741 

Administration  of  Grants 
Subpart  A— General 

Sec.  , 

74.1  Purpose  and  scope  of  this  part. 

74.2  Scope  of  subpart. 
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Subpart  P*-^ocur«in«fit  Standards 

74.100  Scope  of  subpart;  terminology. 

74.161  General. 

74.162  Code  of  conduct. 

74.163  Free  competition. 

74.164  Procediutd  requirements. 

74.165  Requirement  for  governments  to  use 
formal  advertising. 

74.166  Contract  provisions. 

Subpart  Q— Coat  Prindplaa 

74.170  Scope  of  subpart 

74.171  Governments. 

74.172  Institutions  of  higher  education. 

74.173  Hospitals. 

74.174  Other  nonprofit  organizations. 

74.175  Subgrants  and  cost-type  contracts. 

74.176  Costs  allowable  with  approval 
Appendix  A — [Reserved] 

Appendix  B— [Reserved] 

Appendix  C — Principles  for  determining  costs 
applicable  to  grants  and  contracts  with 
State  and  local  governments. 

Appendix  D — Part  I — Principles  for 

determining  costs  applicable  to  research 
and  development  under  grants  and 
contracts  with  educational  institutions. 
Part  n — Principles  for  determining  costs 
applicable  to  training  and  other 
educational  services  under  grants  and 
contracts  with  educational  institutions. 
Appendix  E — Principles  for  determining  costs 
appUcable  to  research  and  development 
under  grants  and  contracts  with 
hospitals. 

Appendix  F — ^Principles  for  determining  costs 
applicable  to  grants  and  contracts  with 
nonprofit  institutions. 

Authority:  5  U.S.C.  301. 

Subpart  A— General 

i  74.1  Purpose  and  scops  of  this  part 
This  part  establishes  uniform 
requirements  for  the  administration  of 
HEW  grants  and  principles  for 
determining  costs  applicable  to 
activities  assisted  by  HEW  grants. 

S  74.2  Scops  of  subpart 
This  subpart  contains  general  rules 
pertaining  to  this  Part  74  (definitions, 
purpose  and  scope,  applicability,  and 
appeals)  and  procedures  for  control  of 
deviations  from  the  part. 

S  74.3  Definitions. 

As  used  in  this  part: 

“Awarding  party”  means  (1)  with 
respect  to  a  grant  the  granting  agency, 
and  (2)  with  respect  to  a  subgrant  the 
grantee.  (See  $  74.4(b)) 

“Contract”  means  (except  as  used  in 
the  definitions  for  “grant”  and 
“subgrant”  in  this  section  and  except 
where  qualified  by  “Federal”)  a 
procurement  contract  under  a  grant  or 
subgrant  and  “subcontract”  means  a 
procurement  subcontract  under  such  a 
contract. 

“Cost-type  contract”  means  a  contract 
or  subcontract  in  which  the  contractor 


or  subcontractor  is  paid  on  the  basis  of 
the  costs  it  inciurs,  but  the  term  does  not 
include  such  subcontracts  under  a  non-, 
cost-type  contract  or  subcontract. 

“Expenditure  report”  means:  (1)  For 
nonconstruction  grants,  the  “Financial 
Status  Report”  (or  other  equivalent 
report);  (2)  for  construction  grants,  the 
“Outlay  Report  and  Request  for 
Reimbursement  for  Construction 
Programs”  (or  other  equivalent  report). 
(See  subpart  I  of  this  part.) 

“Federally  recognized  Indian  tribal 
government”  means  the  governing  body 
or  a  governmental  agency  of  any  Indian 
tribe,  band,  nation,  or  other  organized 
group  or  community  (including  any 
Native  village  as  defrned  in  section  3  of 
the  Alaska  Native  Claims  Settlement 
Act,  85  Stat.  688)  certified  by  the 
Secretary  of  the  Interior  as  eligible  for 
the  special  programs  and  services 
provided  by  him  through  the  Bureau  of 
Indian  Affairs.  However,  for  policies 
applicable  to  tribal  government 
hospitals  and  institutions  of  higher 
education,  see  $  74.4(c),  “Applicability 
of  this  part” 

“Government”  means  a  State  or  local 
government  or  a  Federally  recognized 
Indian  tribal  government.  However,  for 
policies  applicable  to  government 
hospitals  and  institutions  of  higher 
education,  see  8  74.4(c),  “Applicability 
of  this  part” 

“Grant”  means  an  award  of  frnancial 
assistance  in  the  form  of  money,  or 
property  in  lieu  of  money,  by  the  Federal 
Government  to  an  eligible  recipient  The 
term  includes  such  financial  assistance 
when  provided  by  contract  but  does  not 
include  any  Federal  procurements 
subject  to  the  procurement  regulations 
in  41  CFR,  nor  does  it  include  technical 
assistance,  which  provides  services 
instead  of  money,  or  other  assistance  in 
the  form  of  revenue  sharing,  loans,  loan 
guarantees,  interest  subsidies, 
insurance,  or  direct  appropriations. 

Also,  the  term  does  not  include 
assistance,  such  as  a  fellowship  or  other 
lump  sum  award,  which  the  recipient  is 
not  required  to  account  for  on  an  actual 
cost  basis. 

“Grantee”  means  the  government, 
nonprofit  corporation,  or  other  legal 
entity  to  which  a  grant  is  awarded  and 
which  is  accountable  to  the  Federal 
Government  for  the  use  of  the  funds 
provided.  The  grantee  is  the  entire  legal 
entity  even  if  only  a  particular 
component  of  the  entity  is  designated  in 
the  award  docmnent.  For  example,  a 
grant  award  document  may  name  as  the 
grantee  an  agency  of  a  State,  or  one 
school  or  campus  of  a  university.  In 
these  cases,  the  granting  agency  usually 
intends,  or  actually  requires,  that  the 


named  component  assiune  primary  or 
sole  responsibility  for  administering  the 
grant-assisted  project  or  program. 
Nevertheless,  he  naming  of  a 
component  of  a  legal  entity  as  the 
grantee  in  a  grant  award  docmnent  shall 
not  be  construed  as  relieving  the  whole 
legal  entity  from  accountability  to  the 
Federal  Government  for  the  use  of  the 
funds  provided.  (This  definition  is  not 
intended  to  affect  the  eligibility 
provisions  of  grant  programs  in  which 
eligibility  is  lifted  to  organizations, 
su^  as  State  welfare  departments, 
which  may  be  only  components  of  a 
legal  entity.)  The  term  “grantee”  does 
not  include  any  secondary  recipients 
such  as  subgrantees,  contractors,  etc., 
who  may  receive  funds  from  a  grantee 
piuvuant  to  a  grant. 

“Granting  agency”  means  any 
organizational  component  of  HEW 
authorized  to  awai^  and  administer 
grants. 

“HEW"  means  the  U.S.  Department  of 
Health,  Education,  and  Welfare. 

“Local  government”  means  a  local 
unit  of  government  including  specifically 
a  county,  municipality,  dty,  town, 
township,  local  public  authority,  school 
district  special  district,  intrastate 
district  council  of  governments 
(whether  or  not  incorporated  as  a 
nonprofit  corporation  under  State  law), 
“sponsor  or  sponsoring  local 
organization”  of  a  watershed  project  (as 
defined  in  7  CFR  620.2, 40  FR 12472, 
March  19, 1975),  any  other  regional  or 
interestate  government  entity,  or  any 
agency  or  instrumentality  of  a  local 
government  However,  for  policies 
applicable  to  government  hospitals  and 
institutions  of  higher  education,  see 
8  74.4(c),  “Applicability  of  this  part.” 

“CX^F*  means  the  Office  of  Grants 
and  Procurement  which  is  an 
organizational  component  within  the 
Office  of  the  Secretary,  HEW,  and 
reports  to  the  Assistant  Secretary  for 
Management  and  Budget. 

“OMB”  means  the  Office  of 
Management  and  Budget  within  the 
Executive  Office  of  the  President. 

“Recipient”  means  grantee  or 
subgrantee.  (See  8  74.4(b).) 

“State”  means  any  of  the  several 
States  of  the  United  States,  the  District 
of  Columbia,  the  Commonwealth  of 
Puerto  Rico,  any  territory  or  possession 
of  the  United  States,  or  any  agency  or 
instrumentality  of  a  State  exclusive  of 
local  governments.  However,  for 
policies  applicable  to  government 
hospitals  and  institutions  of  higher 
education,  see  8  74.4(c).  “Applicability 
of  this  part” 

“Sub^ant”  means  an  award  of 
financial  assistance  in  the  form  of 
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money,  or  property  in  lieu  of  money, 
made  under  a  grant  by  a  grantee  to  an 
eligible  subgrantee.  The  term  includes 
financial  assistance  when  int>vided  by 
contract,  but  does  not  include 
procurements;  nor  does  it  include  any 
form  of  assistance  which  is  excluded 
from  the  definition  of  “grant"  in  this 
section. 

“Subgrantee”  means  the  government, 
nonprofit  corporation,  or  other  legal 
entity  to  which  a  subgrant  is  awarded 
and  which  is  accountable  to  the  grantee 
for  the  use  of  the  funds  provided.  The 
subgrantee  is  the  entire  legal  entity  even 
if  only  a  particular  component  of  the 
entity  is  designated  in  the  subgrant 
award  document. 

‘Terms  of  a  grant  or  subgrant”  means 
all  requirements  of  the  grant  or 
subgrant  whether  in  statute, 
regulations,  the  award  document  or 
elsewhere. 

§  74.4  Applicability  of  this  part 

(a)  General.  Except  where 
inconsistent  writh  Federal  statutes, 
regulations,  or  other  terms  of  a  grant, 
this  part  applies  to  all  HEW  grants. 
However,  unless  expressly  made 
applicable  by  the  granting  agency,  this 
part  shall  not  apply  when  the  grantee  is 
a  Federal  agency,  foreign  government  or 
organization,  international  organization 
such  as  the  United  Nations,  for-profit 
organization,  or  individual. 

(b)  Subgrants.  For  each  substantive 
provision  in  this  part,  either  the 
language  of  the  provision  itself  or  other 
text  in  the  same  subpart  wrill  indicate 
whether  the  provision  affects  only 
grants,  only  subgrants,  or  both.  Use  of 
the  term  "recipient”  (as  defined  in 

§  74.3)  in  a  provision  shall  be  taken  as 
referring  equally  to  grantees  and 
subgrantees.  Similarly,  use  of  the  term 
"awarding  party"  (as  defined  in  §  74.3) 
shall  be  taken  as  referring  equally  to 
granting  agencies  and  to  grantees 
awarding  subgrants.  However,  unless 
expressly  made  applicable  by  the 
granting  agency,  this  part  need  not  be 
applied  by  the  grantee  to  a  subgrant  if 
the  subgrantee  is  a  Federal  agency, 
foreign  government  or  organization, 
international  organization  such  as  the 
United  Nations,  for-profit  organization, 
or  individual. 

(c)  Public  institutions  of  higher 
education  and  hospitals.  Grants  and 
subgrants  to  institutions  of  higher 
education  and  hospitals  operated  by  a 
government  shall  1m  subfect  only  to 
provisions  of  this  subpart  that  apply  to 
nongovernmental  organizations. 


$74.5  Appeals. 

In  accordance  with  parts  16  and  75  of 
this  title,  grantees  may  appeal  certain 
postaward  administrative  decisions 
made  by  HEW  officials. 

S  74.6  Deviations. 

(a)  Except  as  provided  in  S  74.7,  a 
deviation  is  any  exception  to  this  part 
not  required  by  Federal  statute  without 
allowance  of  agency  discretion.  A 
deviation  may  be  either. 

(1)  Use  of  any  policy,  procedure,  form, 
standard,  or  grant  cr  subgrant  term 
which  is  inconsistent  with  an  applicable 
provision  of  this  part,  or 

(2)  Failure  to  use  any  applicable 
policy,  procedure,  form,  standard,  or 
grant  or  subgrant  term  which  is  required 
by  this  part. 

(b)  In  order  to  maintain  uniformity  to 
the  greatest  extent  feasible,  deviations 
shall  be  kept  to  a  minimum.  A  deviation, 
whether  proposed  by  an  applicant,  a 
recipient,  or  an  official  of  the  granting 
agency,  may  be  authorized  only  when  it 
is  necessary  to  meet  programmatic 
objectives,  or  to  conserve  grant  funds,  or 
when  it  is  otherwise  essential  in  the 
public  interest. 

(c)  Except  as  provided  in  paragraph 

(d)  of  this  section,  a  deviation  from  this 
part  may  be  made  only  when  authorized 
by  both: 

(1)  The  head  of  the  granting  agency  or 
other  officials  if  designated  in  or 
pursuant  to  formal  deviation  control 
procedures  established  by  the  agency, 
and 

(2)  OGP. 

(d)  Deviations  from  subpart  Q  of  this 
part  and  appendixes  C,  D.  E.  and  F  to 
this  part  in  individual  cases  (i.e.,  where 
only  a  single  grant  or  subgrant  is 
involved)  shall  not  require  OGP 
approval. 

S  74.7  Special  grant  or  subgrant 
conditions. 

(a)  Without  regard  to  the  deviation 
control  procedures  of  §  74.6,  special 
grant  conditions  more  restrictive  than 
those  prescribed  in  this  part  74  may  be 
imposed  as  needed  when  the  granting 
agency  has  determined  that  the  grantee: 

(1)  Is  financially  unstable, 

(2)  Has  a  history  of  poor  performance, 
or 

(3)  Has  a  management  system  which 
does  not  meet  the  standards  of  this  part 

(b)  When  special  conditions  are 
imposed  under  paragraph  (a)  of  this 
section,  the  grantee  will  be  notified  in 
waiting: 

(1)  Why  the  special  conditions  were 
imposed  and 

(2)  What  corrective  action  is  needed. 


Furthermore,  in  accordance  with  0MB 
Circulars  A-102  and  A-110,  OMB  and 
other  Federal  agencies  in  a  granting 
relationship  with  the  grantee  wrill  be 
provided  copies  of  the  notice  to  the 
grantee. 

(c)  Grantees  may  apply  the  provisions 
of  paragraphs  (a)  cmd  (b)  of  this  section 
to  their  subgrantees.  V^enever  they  do 
so,  a  copy  of  the  notice  to  the 
subgrantee  shall  be  furnished  to  the 
granting  agency. 

Subpart  B— Cash  Dapoaftoilas 

§  74.10  Physical  aagragation  and 
aliglbUtty. 

Except  as  provided  in  S  74.11, 
awarding  parties  shall  not  impose  grant 
or  subgrant  terms  which: 

(a)  Require  the  recipient  to  use  a 
separate  bank  account  for  the  deposit  of 
grant  or  subgrant  funds,  or 

(b)  Establish  any  eligibility 
requirements  for  tmnks  or  other 
financial  institutions  in  which  recipients 
deposit  grant  or  subgrant  funds. 

$74.11  ChackaiMM  basis  latter  of  credit 

A  separate  bank  account  shall  be 
used  when  payments  under  letter  of 
credit  are  made  on  a  "checks-paid” 
basis.  A  checks-paid  basis  letter  of 
credit  is  one  under  which  funds  are  not 
drawn  until  the  recipient’s  checks  have 
been  presented  to  its  bank  for  payment. 
(See  Subpart  K  for  definition  of  "letter  of 
credit.”) 

$  74.12  Minority-oamad  banks. 

Consistent  writh  the  national  goal  of 
expanding  opportunities  for  minority 
business  enterprises,  grantees  and 
subgrantees  are  encouraged  to  use 
minority-owmed  banks.  Upon  request, 
OGP  will  furnish  a  list  of  minority- 
owmed  banks. 

Subpart  C— Bonding  and  Insuranca 

9  74.15  Ganarai. 

In  administering  grants  and  subgrants, 
recipients  shall  observe  their  regular 
requirements  and  practices  with  respect 
to  bonding  and  insurance.  No  additional 
bonding  and  insurance  requirements, 
including  fidelity  bonds,  shall  be 
imposed  by  the  terms  of  the  grant  or 
subgrant  except  as  provided  in  $$  74.16 
through  74.18. 

§  74.16  Construction  and  facility 
improvamant 

(a)  Scope  of  this  section.  This  section 
covers  requirements  for  bid  guarantees, 
performance  bonds,  and  payments 
bonds  when  the  recipient  will  contract 
for  construction  or  facility  improvement 
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(including  alterations  and  renovations  of 
real  property)  under  a  grant  or  subgrant. 

(b)  Definitions.  (1)  “Bid  guarantee" 
means  a  firm  commitment  such  as  a  bid. 
bond.  certiHed  check,  or  other 
negotiable  instnunent  accompanying  a 
bid  as  assurance  that  the  bidder  will,  if 
its  bid  is  accepted,  execute  the  required 
contractual  documents  within  the  time 
specified. 

(2)  "Performance  bond"  means  a  bond 
executed  in  connection  with  a  contract 
to  secure  fulfillment  of  all  the 
contractor’s  obligations  under  the 
contract. 

(3)  "Payment  bond"  means  a  bond 
executed  in  connection  with  a  contract 
to  assure  payment  as  required  by  law  of 
all  persons  supplying  labor  and  material 
in  the  execution  of  the  work  provided 
for  in  the  contract 

(c)  Bids  and  contacts  of  $100,000  or 
less.  The  recipient  shall  follow  its  own 
requirements  and  practices  relating  to 
bid  guarantees,  performance  bonds,  and 
payment  bonds. 

(d)  Bids  and  contracts  exceeding 
$100,000.  The  recipient  may  follow  its 
own  regular  policy  and  requirements  if 
the  HEW  granting  agency  has 
determined  that  the  Federal 
Govemments's  interest  will  be 
adequately  protected.  If  this 
determination  has  not  been  made,  the 
minimum  requirements  shall  be  as 
follows: 

(1)  A  bid  guarantee  from  each  bidder 
equivalent  to  5  percent  of  the  bid  price; 

(2)  A  performance  bond  on  the  part  of 
the  contractor  for  100  percent  of  the 
contract  price;  and 

(3)  A  payment  bond  on  the  part  of  the 
contractor  for  100  percent  of  the 
contract  price. 

$74.17  FkMIty  bonds. 

(a)  If  the  grantee  is  not  a  government, 
the  granting  agency  may  require  it  to 
carry  adequate  fidelity  bond  coverage 
where  the  absence  of  coverage  for  the 
grant-supported  activity  is  considered  as 
creating  an  unacceptable  risk. 

(b)  If  the  subgrantee  is  not  a 
government,  the  granting  agency  or  the 
grantee  may  require  that  it  carry 
adequate  fidelity  bond  coverage  where 
the  absence  of  coverage  for  the 
subgrant-supported  activity  is 
considered  as  creating  an  unacceptable 
risk. 

(c)  A  fidelity  bond  is  a  bond 
indemnifying  the  recipient  against  losses 
resulting  from  the  fraud  or  lack  of 
integrity,  honesty  or  fidelity  of  one  or 
more  employees,  officers  or  other 
persons  holding  a  position  of  trust. 


$  74.18  Source  of  bonds. 

Any  bonds  required  under 
$$  74.1^d)(l]  through  (3)  or  74.17  shall 
be  obtained  from<companies  holding 
certificates  of  authority  as  acceptable 
sureties  (31  CFR  Part  223).  A  list  of  these 
companies  is  published  annually  by  the 
Department  of  the  Treasury  in  its 
Circular  570. 

Subpart  D — Retention  and  Access 
Requirements  for  Records 

$74.20  AppHcabinty. 

(a)  Except  as  provided  in  paragraph 

(b)  of  this  section,  this  subpart  applies  to 
all  financial  and  programmatic  records, 
supporting  dociiments,  statistical 
records  and  other  records  of  recipients 
and  of  contractors  and  subcontractors 
under  grants  and  subgrants,  which  are; 

(1)  Required  to  be  maintained  by  the 
terms  of  an  HEW  grant,  or 

(2)  Otherwise  reasonably  considered 
as  pertinent  to  an  HEW  grant 

(b)  This  subpart  does  not  apply  to 
records  maintained  by  the  contractor  or 
subcontractor  for  any  of  the  following 
types  of  awards  it  has  received  under  a 
grant  or  subgrant: 

(1)  Any  contract  or  subcontract  of 
$10,000  or  less,  or 

(2)  Any  contract  or  subcontract 
awarded  using  the  formal  advertising 
method  of  procurement  whether  or  not 
required  to  be  so  awarded,  or 

(3)  Any  subcontract  awarded  under  a 
contract  or  subcontract  described  in 
paragraph  (b)(2)  of  this  section. 

$  74.21  Length  of  retention  period. 

(a)  Except  as  provided  in  paragraphs 
(b)  and  (c)  of  this  section,  records  shall 
be  retained  for  3-years  fi’om  the  starting 
date  specified  in  $  74.22. 

(b)  If  any  litigation,  claim,  negotiation, 
audit  or  o^er  action  involving  Uie 
records  has  been  started  before  the 
expiration  of  the  3-year  period,  the 
records  shall  be  retained  until 
completion  of  the  action  and  resolution 
of  all  issues  which  arise  fi'om  it,  or  until 
the  end  of  the  regular  3-year  period, 
whichever  is  later. 

(c)  In  order  to  avoid  duplicate 
recordkeeping,  awarding  parties  may 
make  special  arrangements  with 
recipients  to  retain  any  records  which 
are  continuously  needed  for  joint  use. 
The  awarding  party  will  request  transfer 
of  records  to  its  custody  when  it 
determines  that  the  records  possess 
long-term  retention  value.  When  the 
records  are  transferred  to  or  maintained 
by  the  awarding  party  the  3-year 
retention  requirement  is  not  applicable 
to  the  recipient. 


$  74.22  Starting  data  of  ratantlon  period. 

(a)  General.  (1)  Where  HEW  grant 
support  is  continued  or  renewed  at 
annual  or  other  intervals,  the  retention 
period  for  the  records  of  each  funding 
period  starts  on  the  day  the  grantee 
submits  to  HEW  its  single  or  last 
expenditure  report  for  Aat  period. 
However,  if  HEW  grant  support  is 
continued  or  renewed  quarterly,  the 
retention  period  for  ea<^  year’s  records 
starts  on  Ae  day  the  grantee  submits  to 
HEW  its  expcn^ture  report  for  the  last 
quarter  of  thj  Federal  fiscal  year.  In  all 
other  cases,  the  retention  period  starts 
on  the  day  the  grantee  submits  its  final 
expenditure  report  to  HEW.  If  an 
expenditure  report  has  been  waived,  the 
retention  period  starts  on  the  day  the 
report  would  have  been  due. 
"^penditure  report"  is  defined  in  $  74.3. 

(2)  Exceptions  to  this  paragraph  are 
contained  in  paragraphs  (b)  through  (d) 
of  this  section. 

(b)  Equipment  records.  The  retention 
period  for  the  equipment  records 
required  by  $  74.1^e)  starts  from  the 
date  of  the  equipment’s  disposition 

(S  74.139)  or  replacement  ($  74.138)  or 
transfer  at  the  direction  of  the  awarding 
party  ($  74.136). 

(c)  Records  for  income  transactions 
after  grant  or  subgrant  support.  (1)  In 
some  cases  an  HEW  requirement 
concerning  the  disposition  of  program 
income,  as  defined  in  subpart  F  of  this 
part  will  be  satisfied  by  applying  the 
income  to  costs  incurred  after  expiration 
or  termination  of  grant  or  subgrant 
support  for  the  activity  giving  rise  to  the 
income.  In  such  a  case,  the  retention 
period  for  the  records  pertaining  to  the 
costs  starts  fi^m  the  end  of  the 
recipient’s  fiscal  year  in  which  the  costs 
are  incurred. 

(2)  In  some  cases,  there  may  be  an 
HEW  requirement  concerning  the 
disposition  of  copyright  royalties  or 
other  program  income  which  is  earned 
after  expiration  or  termine  tion  of  grant 
or  subgrant  support.  Where  there  is  such 
a  requirement  the  retention  period  for 
the  records  pertaining  to  the  earning  of 
the  income  starts  from  the  end  of  the 
recipient’s  fiscal  year  in  which  the 
income  is  earned.  (See  subpart  F  of  this 
part.) 

(d)  Indirect  cost  rate  proposals,  cost 
allocation  plans,  etc.—{l]  Applicability. 
This  paragraph  applies  to  the  following 
types  of  documents,  and  their  supporting 
records: 

(i)  Indirect  cost  rate  computations  or 
proposals; 

(ii)  Cost  allocation  plans  under 
Appendix  C  to  this  part; 

(Hi)  Hospital  patient  care  rate 
computations  or  proposals;  and 
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(iv)  Any  similar  accounting 
computations  of  the  rate  at  which  a 
particular  group  of  costs  is  chargeable 
(such  as  computer  usage  chargeback 
rates  or  composite  fringe  benefit  rates). 

(2)  If  submitted  for  negotiation.  If  the 
proposal,  plan,  or  other  computation  is 
required  to  be  submitted  to  the  Federal 
Government  (or  to  the  ^antee)  to  form 
the  basis  for  negotiation  of  the  rate,  then 
the  ^year  retention  period  for  its 
supporting  records  starts  from  the  date 
of  such  submission. 

(3)  If  not  submitted  for  negotiation.  If 
the  proposal  plan,  or  other  con^mlation 
is  not  required  to  be  submitted  to  the 
Federal  Government  (or  to  the  grantee) 
for  negotiation  purposes,  then  the  ^year 
retention  period  for  the  proposal,  plan, 
or  computation  and  its  supporting 
records  starts  from  the  end  of  the  fiscal 
year  (or  other  accounting  period) 
covered  by  the  proposal,  plan,  or  other 
computation. 

§  74.23  Substitution  of  microfilm. 

Copies  made  by  microfilming, 
photocopying,  or  similar  methods  may 
be  substituted  for  the  original  records. 

S  74.24  Access  to  records. 

(a)  Records  of  grantees.  HEW  and  the 
Comptroller  General  of  the  United 
States,  or  any  of  their  authorized 
representatives,  shall  have  the  right  of 
access  to  any  books,  documents,  papers, 
or  other  records  of  the  grantee  which  are 
pertinent  to  the  HEW  grant,  in  order  to 
make  audit,  examination,  excerpts,  and 
transcripts. 

(b)  Records  of  subgrantees.  HEW,  the 
Comptroller  General  of  the  United 
States,  and  the  grantee,  or  any  of  their 
authorized  representatives,  shall  have 
the  right  of  access  to  any  books, 
documents,  papers,  or  other  records  of 
the  subgrantee  which  are  pertinent  to 
the  HEW  grant,  in  order  to  make  audit, 
examination,  excerpts,  and  transcripts. 

(c)  Records  (^contractors  and 
subcontractors.  Except  as  provided  in 
S  74.20(b).  HEW,  the  Comptroller 
General  of  the  United  States,  the 
grantee,  and  (if  the  contract  was 
awarded  under  a  subgrant)  the 
subgrantee,  or  any  of  their  authorized 
representatives,  shall  have  the  right  of 
access  to  any  books,  documents,  papers, 
or  other  records  of  the  contractor  or 
subcontractor  which  are  pertinent  to  the 
HEW  grant,  in  order  to  make  audit, 
examination,  excerpts,  and  transcripts. 

(d)  Expiration  <jf  right  of  acxess.  The 
rights  of  access  in  this  section  shall  not 
be  limited  to  the  required  retention 
period  but  shall  last  as  long  as  the 
records  are  retained. 


§  74.25  Restrictions  on  public  access. 

Unless  required  by  Federal  statutes, 
awarding  parties  may  not  impose  grant 
or  subgrant  terms  which  limit  pobHc 
access  to  records  covered  by  this 
subpart  except  after  a  determination  by 
die  granting  agency  that  the  records 
must  be  kept  confidential  and  would 
have  been  excepted  from  disclosure 
under  HEW’s  “Freedom  of  Information” 
regulation  (part  5  of  this  title]  if  the 
records  had  belonged  to  HEW.  This 
section  does  not  require  recipients  or 
their  contractors  and  subcontractors  to 
permit  public  access  to  their  records. 

Subpart  E— Waiver  of  Single  State 
Agency  Requirements 

§  74.30  Policy. 

Requests  to  HEW  from  Governors,  or 
other  duly  constituted  State  authorities, 
for  waiver  of  single  State  agency 
requirements  in  accordance  with  section 
204  of  the  Intergovernmental 
Cooperation  Act  of  1968  will  be  given 
expeditious  handling.  Whenever 
possible,  such  requests  will  be  granted. 

Subpart  F — Grant-Related  Income 

$  74.40  Scope  of  subparL 

This  subpart  contains  policies  and 
requirements  relating  to  (a)  program 
income  and  (b)  interest  and  other 
investment  income  earned  on  advances 
of  grant  funds. 

§  74.41  Meaning  of  program  income. 

(a)  Except  as  explained  in  paragraphs 

(b)  and  (c)  of  this  section,  program 
income  means  gross  income  earned  by  a 
recipient  fiom  activities  part  or  all  of  the 
cost  of  which  is  either  borne  as  a  direct 
cost  by  a  grant  or  counted  as  a  direct 
cost  towards  meeting  a  cost  sharing  or 
matching  requirement  of  a  grant.  It 
includes  but  is  not  limited  to  such 
income  in  the  form  of  fees  for  services 
performed  duru>g  the  grant  or  subgrant 
period,  proceeds  from  sale  of  tangible 
personal  or  real  property,  usage  or 
rental  fees,  and  patent  or  copyright 
royalties.  If  income  meets  this  defim'tion, 
it  shall  be  considered  program  income 
regardless  of  the  method  used  to 
calculate  the  amount  paid  to  the 
recipient — whether,  for  example,  by  a 
cost-reimbursement  method  or  fixed 
price  arrangement.  Nor  will  the  fact  that 
the  income  is  earned  by  the  recipient 
from  a  Federal  procurement  contract  or 
from  a  procurement  contract  under  a 
Federal  grant  awarded  to  another  party 
affect  the  income’s  classification  as 
program  income. 

(b)  For  research  grants  that  are 
subject  to  an  institutional  cost-sharing 
agreement,  income  shall  be  considered 


program  income  only  if  it  is  earned  from 
an  activity  part  or  all  of  the  cost  of 
whidi  is  borne  as  a  direct  cost  by  the 
Federal  grant  funds.  An  institutional 
cost-sharing  agreement  is  one  entered 
into  between  HEW  and  a  grantee 
covering  all  of  HEW’s  research  preset 
grants  to  the  grantee  in  the  aggregate. 

(c)  The  following  shall  not  be 
considered  program  income; 

(1)  Revenues  raised  by  a  government 
recipient  under  its  governing  powers, 
such  as  taxes,  special  assessments, 
levies,  and  fines.  (However,  the  receipt 
and  expenditure  of  such  revenues  shall 
be  recorded  as  a  part  of  grant  or 
subgrant  project  transactions  when  such 
revenues  are  specifically  earmarked  for 
the  project  in  accordance  with  the  terms 
of  the  grant  or  subgrant.) 

(2)  Tuition  and  related  fees  received 
by  an  institution  of  higher  education  for 
a  regularly  offered  course  taught  by  an 
employee  performing  under  a  grant  or 
subgrant. 

(d)  For  the  purposes  of  this  subpart, 
program  income  is  divided  into  several 
categories.  Each  category  is  treated  in  a 
separate  section  of  this  subpart. 

$  74.42  General  program  income. 

(a)  Definition.  General  program 
income  means  all  program  income 
accruing  to  a  grantee  during  the  period 
of  grant  support  or  to  a  subgrantee 
during  the  period  of  subgrant  support, 
other  than  the  special  categories  of  such 
income  treated  in  |§  74.43  through  74.45. 

(b)  Use.  (1)  General  program  income 
shall  be  retained  by  the  recipient  and 
used  in  accordance  with  one  or  a 
combinaHon  of  the  alternatives  in 
paragraphs  (c),  (d),  and  (e)  of  this 
section,  as  follows:  The  alternative  in 
paragraph  (c)  may  always  be  used  by 
recipients  and  must  be  used  if  neither  of 
the  other  two  alternatives  is  permitted 
by  the  terms  of  the  grant.  The 
alternatives  in  paragraphs  (d)  or  (e)  may 
be  used  only  if  expressly  permitted  by 
the  terms  of  the  grant.  In  specifying 
alternatives  that  may  be  used,  the  terms 
of  the  grant  may  distinguish  between 
income  earned  by  the  grantee  and 
income  earned  by  subgrantees  and 
between  the  sources,  kinds,  or  amounts 
of  income. 

(2)  The  terms  of  a  subgrant  may 
restrict  the  use  of  general’program 
income  earned  by  the  sub^antee  to  only 
one  or  some  of  the  alternatives 
permitted  by  the  terms  of  the  grant,  but 
the  alternative  in  paragraph  (c)  of  this 
section  shall  always  be  permitted. 

(c)  Deduction  alternative.  (1)  Under 
this  alternative,  the  income  is  used  for 
allowable  costs  of  the  project  or 
program.  If  there  is  a  cost-sharing  or 
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matdiing  requirement  costs  borne  by 
the  income  may  not  count  toward 
satisfying  that  requirement.  Therefore, 
the  maximum  percentage  of  Federal 
participation  is  applied  to  the  net 
amount  determined  by  deducting  the 
income  from  total  allowable  costs  and 
third-party  in-kind  contributions.  The 
income  shall  be  used  for  current  costs 
unless  the  granting  agency  authorizes 
deferral  to  a  later  period. 

(2)  To  illustrate  this  alternative, 
assume  a  project  in  which  the  grantee 
incurs  $100,000  of  allowable  costs  and 
receives  no  third-party  in-kind 
contributions.  If  the  grantee  earns 
$10,000  in  general  program  income  and 
this  alternative  applies,  that  $10,000 
must  be  deducted  from  the  $100,000 
before  applying  the  maximum 
percentage  of  Federal  participation.  If 
that  pecentage  is  90  percent,  the  most 
that  could  be  paid  to  the  grantee  would 
therefore  be  $81,000  (90  percent  times 
$90,000). 

(d)  Costsharing  or  matching 
alternative.  (1)  Under  this  alternative, 
the  income  is  used  for  allowable  costs  of 
the  project  or  program  but,  in  this  case, 
the  costs  borne  by  the  income  may 
count  toward  satisfying  a  cost-sharing 
or  matching  requirement  Therefore,  the 
maximum  percentage  of  Federal 
participation  is  applied  to  total 
allowable  costs  and  third-party  in-kind 
contributions.  The  income  shall  be  used 
for  current  costs  unless  the  granting 
agency  authorizes  deferral  to  a  later 
period. 

(2)  To  illustrate  this  alternative, 
assume  the  same  situation  as  in 
paragraph  (c)(2)  of  this  section.  Under 
this  alternative,  the  90  percent  maximvun 
pecentage  of  participation  would  be 
applied  to  the  full  $100,000,  and  $90,000 
could  therefore  be  paid  to  the  grantee. 

(It  should  be  noted  that  if  $20,000  of 
general  program  income  is  earned,  only 
$80,000  could  be  paid,  since  a  grant 
cannot  pay  for  costs  which  have  been 
borne  by  general  program  income.) 

(e)  Additional  costs  alternative. 

Under  this  alternative,  the  income  is 
used  for  costs  which  are  in  addition  to 
the  allowable  costs  of  the  project  or 
program  but  which  nevertheless  further 
the  objectives  of  the  Federal  statute 
under  which  the  grant  was  made. 
Provided  that  the  costs  borne  by  the 
income  further  the  broad  objectives  of 
that  statute,  they  need  not  be  of  a  kind 
that  would  be  permissible  as  charges  to 
Federal  funds. 

Examples  of  purposes  for  which  the 
income  may  be  us^  are: 

(1)  Expanding  the  projef}!  or  program. 

(2)  Continuing  the  project  or  program 
after  grant  or  subgrant  support  ends. 


(3)  Supporting  other  projects  or 
programs  that  further  the  broad 
objectives  of  the  statute. 

(4)  Obtaining  equipment  or  other 
assets  needed  for  the  project  or  program 
or  for  other  activities  that  further  the 
statute’s  objectives. 

§  7443  Program  Income— Proceeds  from 
sale  of  real  property  and  from  sate  of 
equipment  and  supplies  acquired  for  use. 

The  following  kinds  of  program 
income  shall  be  governed  by  subpart  O 
of  this  part 

(a)  Proceeds  from  the  sale  of  real 
property  purchased  or  constructed  under 
a  grant  or  subgrant 

(b)  Proceeds  bom  the  sale  of 
equipment  and  supplies  fabricated  or 
purchased  imder  a  grant  or  subgrant  and 
intended  primarily  for  use  in  the  grant¬ 
or  subgrant-supported  project  or 
program  rather  than  for  sale  or  rental. 

f  74.44  Program  Income  -Royalties  and 
other  Income  earned  from  a  copyrighted 
work. 

(a)  This  section  applies  to  royalties, 
license  fees,  and  other  income  earned  by 
a  recipient  from  a  copyrighted  work 
developed  under  the  grant  or  subgrant. 
Income  of  that  kind  is  covered  by  this 
section  whether  a  third  party  or  the 
recipient  itself  acts  as  the  publisher, 
seller,  exhibitor,  or  performer  of  the 
copyrighted  work.  In  some  cases  the 
recipient  incurs  costs  to  earn  the  income 
but  does  not  charge  these  costs  to  HEW 
grant  funds,  to  required  cost-sharing  or 
matching  frmds,  or  to  other  program 
income.  Costs  of  that  kind  may  be 
deducted  from  the  gross  income  in  order 
to  determine  how  much  must  be  treat'd 
as  program  income. 

(b)  The  terms  of  the  grant  govern  the 
disposition  of  income  subject  to  this 
section.  If  the  terms  do  not  treat  this 
kind  of  income,  there  are  no  flEW 
requirements  governing  the  disposition. 

A  grantee  is  not  prohibited  from 
imposing  requirements  of  its  own  on  the 
disposition  of  this  kind  of  income  which 
is  earned  by  its  subgrantees  provided 
those  requirements  are  in  edition  to 
and  not  inconsistent  with  any 
requirements  imposed  by  the  terms  of 
the  grant. 

8  74.46  Program  Ineome  noyaltles  or 
equivalont  Incoaw  earned  from  pelents  or 
fr^  inventlone. 

Disposition  of  royalties  or  equivalent 
income  earned  on  patents  or  inventions 
arising  out  of  activities  assisted  by  a 
grant  or  subgrant  shall  be  govern^  by 
determinations  made  or  agreements 
entered  into  under  NEW’S  patent 
regulations.  (See  parts  6  and  8  of  this 
title.)  If  the  determination  or  agreement 


does  not  provide  for  the  disposition  of 
the  royalties  or  equivalent  income,  the 
disposition  shall  1^  in  accordance  with 
the  recipient’s  own  policies. 

8  74.46  Program  Income  Income  attar 
grant  or  migrant  support  not  otherwise 
treated. 

(a)  This  section  applies  to  program 
income  not  treated  elsewhere  in  this 
part  which  arises  from  or  is  attributable 
to  an  activity  while  supported  by  a  grant 
or  ubgrant  but  which  does  not  accrue 
imtil  after  the  period  of  grant  or 
si'bgrant  support  An  example  is 
proceeds  fr'om  the  sale  or  rental  of  a 
residual  inventory  of  merchandise 
fabricated  or  purchased  by  a  grant- 
supported  workshop  during  the  period  of 
support. 

(b)  The  terms  of  the  grant  govern  the 
disposition  of  income  subject  to  this 
section.  If  the  terms  do  not  treat  this 
kind  of  income,  there  are  no  HEW 
requirements  governing  the  disposition. 
A  grantee  is  not  prohibited  from 
imposing  requirements  of  its  own  on  the 
disposition  of  this  kind  of  income  which 
is  earned  by  its  subgrantees  provided 
those  requirements  are  in  addition  to 
and  not  inconsistent  with  any 
requirements  imposed  by  the  terms  of 
the  grant. 

8  74.47  Intereet  earned  on  advances  of 
grant  funds. 

(a)  Except  when  exempted  by  Federal 
statute  (see  paragraph  (b)  of  this  section 
for  the  principal  exemption),  grantees 
shall  remit  to  the  Federal  Government 
any  interest  or  other  investment  income 
earned  on  advances  of  HEW  grant 
funds.  This  includes  any  interest  or 
investment  income  earned  by 
subgrantees  and  cost-type  contractors 
on  advances  to  them  that  are 
attributable  to  advances  of  HEW  grant 
funds  to  the  grantee.  Unless  the  grantee 
receives  other  instructions  from  the 
responsible  HEW  official,  the  grantee 
shall  remit  the  amount  due  by  check  or 
money  order  payable  to  the  Department 
of  Health,  Education,  and  Welfare. 

(b)  In  accordance  with  the 
Intergovernmental  Cooperation  Act  of 
1968  (Pub.  L.  00-577),  States,  as  defined 
in  the  act,  shall  not  be  accountable  to 
the  Federal  Government  for  interest  or 
investment  income  earned  by  the  State 
itself,  or  by  its  subgrantees,  where  this 
income  is  attributable  to  grants-in-aid, 
as  defined  in  the  act  (42  U.S.C  4213).' 


* ‘klato”  ta  ddhwd  fai  I6e  aw  to  iMMe  «qr 
asaocy  or  inatnimentaltty  of  a  State,  aad  Um 
daflnltian  doaa  not  txekide  a  hoapital  or  inatihilkw 
of  iiishar  aducattoo  which  ia  such  an  agaacy  or 
inatnimaBtality.  "Oranl-in-akr  is  dafinad  In  lha  act 
to  axohida  “payments  under  rssearoh  and 
devalopnient  oootracts  or  grants  which  are  awarded 
Footnotes  continued  on  next  page 
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(c)  Recipients  are  cautioned  that  they 
are  subject  to  the  provisions  in  §  74.61(e) 
for  minimizing  the  time  between  the 
transfer  of  advances  and  their  ^ 

disbursement.  Those  provisions  apply 
even  if  there  is  no  accountability  to  the 
Federal  Government  for  interest  or  other 
investment  income  earned  on  the 
advances. 

Subpart  Q — Cost  Sharing  or  Matching 

S  74.50  Scope  of  subpart 

(a)  This  subpart  contains  rules  for 
satisfying  Federal  requirements  for  cost 
sharing  or  matching.  These  rules  apply 
whether  the  cost  sharing  or  matching  is 
required  by  Federal  statute  or  by  other 
terms  of  the  grant 

(b)  HEW  and  a  grantee  may  enter  into 
an  institutional  cost-sharing  agreement 
covering  all  of  HEW's  research  project 
grants  to  that  grantee  in  the  aggregate. 
Except  as  provided  by  the  institutional 
cost-sharing  agreement  this  subpart 
applies  to  the  satisfaction  of  the 
grantee’s  obligation  under  the 
agreement,  as  well  as  to  the  satisfaction 
of  cost-sharing  or  matching 
requirements  that  apply  only  to  a  single 
grant. 

§  74.51  Definitions. 

For  purposes  of  this  subpart: 

“Cost  sharing  or  matching"  means  the 
value  of  third-party  in-kind 
contributions  and  that  portion  of  the 
costs  of  a  grant-supported  project  or 
program  not  borne  by  the  Federal 
Government. 

“Equipment"  has  the  same  meaning 
given  to  that  term  in  §  74.132,  except 
that  instead  of  “acquisition  cost,"  die 
words  “market  value  at  the  time  of 
donation"  shall  be  substituted. 

“Supplies"  means  all  tangible 
personal  property  other  than 
“equipment"  as  defined  in  this  section. 

“Third-party  in-kind  contributions" 
means  property  or  services  which  ^ 
benefit  a  grant-supported  project  or 
program  and  which  are  contributed  by 
non-Federal  third  parties  without  charge 
to  the  grantee,  the  subgrantee,  or  a  cost- 
type  contractor  under  the  grant  or 
subgrant. 

§  74.52  Basic  rule:  Costs  and 
contributions  acceptable. 

With  the  qualifications  and 
exceptions  listed  in  §  74.53,  a  cost¬ 
sharing  or  matching  requirement  may  be 
satisfied  by  either  or  both  of  the 
following: 


Footnotes  continued  from  last  page 
directly  and  on  similar  terms  to  §11  qualifying 
organizations,  whether  public  or  private.”  (42  U.S.C. 
4201] 


(a)  Allowable  costs  incurred  by  the 
grantee,  the  subgrantee,  or  a  cost-type 
contractor  under  the  grant  or  subgrant. 
This  includes  allowable  costs  borne  by 
non-Federal  grants  or  by  other  cash 
donations  from  non-Federal  third 
parties. 

(b)  The  value  of  third-party  in-kind 
contributions  applicable  to  the  period  to 
which  the  cost-sharing  or  matching 
requirement  applies. 

§  74.53  Qualifications  and  exceptions. 

(a)  Costs  borne  by  other  Federal 
grants.  (1)  Except  as  provided  by 
Federal  statute,  a  cost-sharing  or 
matching  requirement  may  not  be  met 
by  costs  borne  by  another  Federal  grant. 
This  prohibition  does  not  apply  to  costs 
borne  by  general  program  income 
earned  from  a  contract  awarded  under 
another  Federal  grant. 

(2)  For  the  purposes  of  this  part, 
general  revenue  sharing  funds  under  31 
U.S.C.  1221  are  not  considered  a  Federal 
grant.  Therefore,  in  the  absence  of  any 
provision  of  Federal  statute  to  the 
contrary,  allowable  costs  borne  by  these 
funds  may  count  towards  satisfying  a 
cost-sharing  or  matching  requirement. 

(b)  Costs  or  contributions  counted 
towards  other  Federal  cost-sharing 
requirements.  Neither  costs  nor  the 
values  of  third-party  in-kind 
contributions  may  count  towards 
satisfying  a  cost-sharing  or  matching 
requirement  of  an  HEW  grant  if  they 
have  been  or  will  be  counted  towards 
satisfying  a  cost-sharing  or  matching 
requirement  of  another  Federal  grant,  a 
Federal  procurement  contract,  or  any 
other  award  of  Federal  funds. 

(c)  Costs  financed  by  general  program 
income.  Costs  financed  by  general 
program  income,  as  defined  in  §  74.42, 
shall  not  count  towards  satisfying  a 
cost-sharing  or  matching  requirement  of 
the  HEW  grant  supporting  the  activity 
giving  rise  to  the  income  unless  the 
terms  of  the  grant  expressly  permit  the 
income  to  be  used  for  cost  sharing  or 
matching.  (This  is  the  alternative  for  use 
of  general  program  income  described  in 
§  74.42(d).) 

(d)  Records.  Costs  and  third-party  in- 
kind  contributions  counting  towards 
satisfying  a  cost-sharing  or  matching 
requirement  must  be  verifiable  from  the 
records  of  recipients  or  cost-type 
contractors.  These  records  must  show 
how  the  value  placed  on  third-party  in- 
kind  contributions  was  arrived  at.  To 
the  extent  feasible,  volunteer  services 
shall  be  supported  by  the  same  methods 
that  the  organization  uses  to  support  the 
allocability  of  its  regular  personnel 
costs. 


(e)  Special  standards  for  third-party 
in-kind  contributions.  (1)  Third-party  in- 
kind  contributions  shall  count  towards 
satisfying  a  cost-sharing  or  matching 
requirement  only  where,  if  the  party 
receiving  the  contributions  were  to  pay 
for  them,  the  payments  would  be 
allowable  costs. 

(2)  A  third-party  in  kind  contribution 
shall  not  count  as  direct  cost  sharing  or 
matching  where,  if  the  party  receiving 
the  contribution  were  to  pay  for  it,  the 
payment  would  be  an  indirect  cost. 
Cost-sharing  or  matching  credit  for  such 
contributions  shall  be  given  only  if  the 
recipient  or  contractor  has  established, 
along  with  its  regular  indirect  cost  rate, 
a  special  rate  for  allocating  to  individual 
projects  or  programs  the  value  of  the 
contributions.  (Information  on  how  to 
establish  these  rates  can  be  obtained 
from  the  Division  of  Cost  Allocation  in 
any  HEW  regional  ofhce’s  Regional 
Administrative  Support  Center.) 

(3)  The  values  placed  on  third-party 
in-kind  contributions  for  cost-sharing  or 
matching  purposes  shall  conform  to  the 
rules  in  the  succeeding  sections  of  this 
subpart.  If  a  third-party  in-kind 
contribution  is  of  a  type  not  treated  in 
those  sections,  the  value  placed  upon  it 
shall  be  fair  and  reasonable. 

§  74.54  Valuation  of  donated  services. 

(a)  Volunteer  services.  Unpaid 
services  provided  to  a  recipient  by 
individuals  shall  be  valued  at  rates 
consistent  with  those  ordinarily  paid  for 
similar  work  in  the  recipient’s 
organization.  If  the  recipient  does  not 
have  employees  performing  similar 
work,  the  rates  shall  be  consistent  with 
those  ordinarily  paid  by  other  employers 
for  similar  work  in  the  same  labor 
market.  In  either  case,  a  reasonable 
amount  for  fringe  benehts  may  be 
included  in  the  valuation. 

(b)  Employees  of  other  organizations. 
When  an  employer  other  than  a 
recipient  or  cost-type  contractor 
furnishes  free  of  charge  the  services  of 
an  employee  in  the  employee’s  normal 
line  of  work,  the  services  shall  be 
valued  at  the  employee’s  regular  rate  of 
pay  exclusive  of  the  employer’s  fringe 
benefits  and  overhead  costs.  If  the 
services  are  in  a  different  line  of  work, 
paragraph  (a)  of  this  section  shall  apply. 

§  74.55  Valuation  of  donated  aupplies  and 
loaned  equipment  or  space. 

(a)  If  a  third  party  donates  supplies, 
the  contribution  shall  be  valued  at  the 
market  value  of  the  supplies  at  the  time 
of  donation. 

(b)  If  a  third  party  donates  the  use  of 
equipment  or  space  in  a  building  but 
retains  title,  the  contribution  shall  be 
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valued  at  the  fair  rental  rate  of  the 
equipment  or  space. 

S  74.56  Valuation  of  donated  equipment 
buildings,  and  land. 

if  a  third  party  donates  equipment 
buildings,  or  land,  and  title  passes  to  a 
recipient,  the  treatment  of  the  donated 
property  shall  depend  upon  the  purpose 
of  the  grant  or  subgrant,  as  follows; 

(a)  Awards  for  capital  expenditures.  If 
the  purpose  of  the  grant  or  subgrant  is  to 
assist  the  recipient  in  the  acquisition  of 
property,  the  market  value  of  that 
property  at  the  time  of  donation  may  be 
counted  as  cost  sharing  or  matching. 

(b)  Other  awards.  If  assisting  in  the 
acquisition  of  property  is  not  the 
purpose  of  the  grant  or  subgrant,  the 
following  rules  apply: 

(1)  If  approval  is  obtained  from  the 
awarding  party,  the  market  value  at  the 
time  of  donation  of  the  donated 
equipment  or  buildings  and  the  fair 
rental  rate  of  the  donated  land  may  be 
counted  as  cost  sharing  or  matching.  In 
the  case  of  a  subgrant,  the  terms  of  the 
HEW  grant  may  require  that  the 
approval  be  obtained  from  the  granting 
agency  as  well  as  the  grantee.  In  all 
cases,  the  approval  may  be  given  only  if 
a  purchase  of  the  equipment  or  buildings 
or  a  purchase  or  rental  of  the  land 
would  be  approved  as  an  allowable 
direct  cosL 

(2)  If  approval  is  not  obtained  under 
paragraph  (b)(1)  of  this  section,  no 
amount  may  be  counted  for  donated 
land,  and  only  depreciation  or  use 
allowances  may  be  counted  for  donated 
equipment  and  buildings.  The 
depreciation  or  use  allowances  for  this 
property  are  not  treated  as  third-party 
in-kind  contributions.  Instead,  they  are 
treated  as  costs  incurred  by  the 
recipient.  They  are  computed  and 
allocated  (usually  as  indirect  costs)  in 
accordance  with  the  cost  principles 
specified  in  subpart  Q  of  this  part,  in  the 
same  way  as  depreciation  or  use 
allowances  for  purchased  equipment 
and  buildings.  The  amount  of 
depreciation  or  use  allowances  for 
donated  equipment  and  buildings  is 
based  on  the  property’s  market  value  at 
the  time  it  was  donated. 

§  74.57  Appraisal  of  real  property. 

In  some  cases  under  SS  74.55  and 
74.56,  it  will  be  necessary  to  establish 
the  market  value  of  land  or  a  building  or 
the  fair  rental  rate  of  land  or  of  space  in 
a  building.  In  these  cases,  the  granting 
agency  may  require  that  the  market 
value  or  fair  rental  rate  be  established 
by  a  certiHed  real  property  appraiser  (or 
by  a  representative  of  the  U.&  General 
Services  Administration,  if  available) 


and  that  the  value  or  rate  be  certiSed  by 
a  responsible  official  of  the  party  to 
which  the  property  or  its  use  is  donated. 
For  subgrants,  this  requirement  may  also 
be  imposed  by  the  grantee. 

Subpart  H— Standards  for  Grantee  and 
Subgrantee  Rnancial  Management 
Syetema 

S  74.60  Scope  of  subpart 

This  subpart  prescribes  standards  for 
financial  management  systems  of  grant- 
and  subgrant-supported  activities. 
Awarding  parties  shall  not  impose 
additional  standards  on  recipients 
unless  specifically  provided  for  in  a 
Federal  statute  (e.g.  the  Joint  Funding 
Simplification  Act,  Pub.  L  93-510)  or 
these  regulations.  However,  suggestions 
and  assistance  may  be  provided  in 
establishing  or  improving  financial 
management  systems  when  needed  or 
requested.  ' 

S  74.61  Standards. 

Grantees  and  subgrantees  shall  meet 
the  following  standards  for  their  grant 
and  subgrant  finandai  management 
systems. 

(a)  Financial  reporting.  Accurate, 
current,  and  complete  disclosure  of  the 
financial  results  of  each  project  or 
program  shall  be  made  in  accordance 
with  the  financial  reporting 
requirements  of  the  grant  or  sub^nt. 
The  terms  of  grants  and  subgrants  shall 
not  require  finandal  reporting  on  the 
accrual  basis  if  the  redpient’s 
accoimting  system  is  maintained  on  the 
cash  basis.  When  accrual  reporting  is 
statutorily  required,  a  redpient  whose 
accoimting  system  is  not  maintained  on 
that  basis  shall  not  be  required  to 
convert  it  to  the  accrual  Imsir,  the 
recipient  may  develop  the  accrual 
information  through  an  analysis  of  the 
documentation  on  hand. 

(b)  Accounting  records.  Records 
whi^  identify  adequately  the  source 
and  application  of  funds  for  grant-  or 
sub^ant-supported  activities  shall  be 
maintained,  lliese  records  shall  contain 
information  pertaining  to  grant  or 
subgrant  awards,  authorizations, 
obligations,  unobligated  balances, 
assets,  outlays,  income,  and.  if  the 
recipient  is  a  government,  liabilities. 

(c)  Internal  control.  Effective  control 
and  accountability  shall  be  maintained 
for  all  grant  or  subgrant  cash,  real  and 
personal  property  covered  by  subpart  O 
of  this  part,  and  other  assets.  Redpients 
shall  adequately  safeguard  all  such 
property  and  shall  assure  that  it  is  used 
solely  for  authorized  purposes. 

(d)  Budgetary  control.  The  actual  and 
budgeted  amounts  for  each  grant  or 
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subgrant  shall  be  compared.  If 
appropriate  or  specifically  required, 
redpients  shall  relate  financial 
information  to  performance  or 
productivity  data,  including  the 
production  of  unit  cost  information.  If 
unit  cost  data  are  required,  estimates 
based  on  available  documentation  will 
be  accepted  whenever  possible. 

(e)  Advance  payments.  Procedures 
shall  be  established  to  minimize  the 
time  elapsing  between  the  advance  of 
Federal  grant  or  subgrant  funds  and 
their  disbursement  by  the  recipient 
When  advances  are  made  by  a  letter-of- 
credit  method,  the  redpient  shall  make 
drawdowns  as  close  as  possible  to  the 
time  of  making  disbursements.  Grantees 
advancing  cash  to  subgrantees  shall 
conform  sustantially  to  the  same 
standards  of  timing  and  amount  as 
apply  to  advances  by  Federal  agendes 
to  grantees,  induding  requirements  for 
timely  reporting  of  cash  disbursements 
and  balances.  (See  subpart  K  of  this 
part.) 

(f)  Allowable  costs.  Procedures  shall 
be  established  for  determining  the 
reasonableness,  allowability,  and 
allocability  of  costs  in  accordance  with 
the  applicaUe  cost  prindples  prescribed 
by  si^art  Q  of  this  part  and  the  terms 
of  the  grant 

(g)  Source  documentation.  Accounting 
records  shall  be  supported  by  source 
documentation  such  as  cancelled 
checks,  paid  bills,  payrolls,  contract  and 
subgrant  award  documents,  eta  . 

(h)  Audits.— {1]  General.  External  or 
internal  audits  shall  be  made  in 
accordance  %vith  generally  accepted 
auditing  standards,  including  the 
standards  of  the  U.S.  General 
Accounting  Office’s  publication 
“Standards  for  Audit  of  Governmental 
Organizations  Programs,  Activities,  and 
Functions."'  The  auditors  engaged  by 
the  recipient  shall  meet  the  criteria  for 
qualifications  and  independence  in  that 
publication. 

(2)  Purpose  and  scope.  The  purpose  of 
these  audits  shall  be  to  determine  the 
effectiveness  of  the  financial 
management  systems  and  internal 
procedures  established  by  the  recipient 
to  meet  the  terms  of  its  grants  and 
subgrants.  The  recipient's  auditors  need 
not  examine  every  grant  or  subgrant 
awarded  to  the  recipient.  Rather,  audits 
generally  should  be  made  on  an 
organizatian-wide  basis  to  test  the  fiscal 
integrity  of  financial  transactions  and 
compliance  with  the  terms  of  awards. 
These  tests  would  include  an 


'  Available  from  the  Saperintandent  of 
Documento,  U.&  Govenunent  Prinlii^  Office, 
Washington.  D.C  20402. 
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appropriate  sampling  of  Federal  grants 
and  subgrants. 

(3)  Frequency.  These  audits  shall  be 
conducted  on  a  continuing  basis  or  at 
scheduled  intervals,  usually  once  a  year, 
but  at  least  every  two  years.  The 
frequency  shall  depend  on  the  nature, 
size  and  complexity  of  the  recipient’s 
grant-  or  subgrant-supported  activities. 

(4)  Relation  to  Federal  audit.  These 
audits  may  affect  the  frequency  and 
scope  of  Federal  audit.  However, 
nothing  in  this  section  is  intended  to 
limit  the  right  of  the  Federal 
Government  to  conduct  an  audit  of  a 
grant-  or  subgrant-supported  activity. 

(5)  Audit  resolution.  The  recipient 
shall  follow  a  systematic  method  to 
assure  timely  and  appropriate  resolution 
of  audit  findings  and  recommendations. 

(6)  Copies  of  audit  reports.  A  copy  of 
each  audit  report,  and  a  description  of 
its  resolution,  shall  be  furnished  to  the 
appropriate  regional  office  of  the  HEW 
Audit  Agency. 

Subpart  I— Financial  Reporting 
Requirements 

§  74.70  Scope  and  applicability  of  subpart 

(a)  This  subpart  prescribes 
requirements  and  forms  for  grantees  to 
report  financial  information  to  HEW, 
and  to  request  grant  payments  when  a 
letter  of  credit  is  not  used. 

(b)  This  subpart  need  not  be  applied 
by  grantees  in  dealing  with  their 
subgrantees.  However,  grantees  are 
encouraged  not  to  impose  on  .. 
subgrantees  more  burdensome 
requirements  than  HEW  imposes  on 
grantees. 

§  74.71  Definitions. 

As  used  in  this  subpart  or  in  the  forms 
identified  by  this  subpart: 

“Accrued  expenditures"  are  the 
charges  by  grantee  during  a  given  period 
requiring  the  provision  of  funds  for.  (a) 
Goods  and  other  tangible  property 
received:  (b)  services  performed  by 
employees,  contractors,  subgrantees, 
and  other  payees;  and  (c)  amounts  ^ 
“becoming  owed"  for  which  no  current 
services  or  performance  is  required, 
such  as  annuities,  insurance  claims,  and 
other  benefit  payments. 

"Accrued  income"  is  the  sum  of  (a) 
earnings  during  a  given  period  from 
services  performed  by  the  grantee  and 
from  goods  and  other  tangible  property 
delivered  to  purchasers,  and  (b) 
amounts  becoming  owed  to  the  grantee 
for  which  no  current  services  or 
performance  is  required  by  the  grantee. 

"Federal  funds  authorized"  means  the 
total  amount  of  Federal  funds  obligated 


by  the  Federal  Government  and 
authorized  for  use  by  the  grantee. 

“In-kind  contributions”  means  "third- 
party  in-kind  contributions"  as  defined 
in  subpart  G  of  this  part. 

"Obligations"  are  the  amounts  of 
orders  placed,  contracts  and  subgrants 
awarded,  services  received,  and  similar 
transactions  during  a  given  period, 
which  will  fequire  payment  during  the 
same  or  a  future  period. 

"Outlays”  are  charges  made  to  the 
grant  project  or  program.  Outlays  may 
be  reported  on  a  cash  or  accrual  basis. 

"Program  income"  has  the  same 
meaning  it  has  in  subpart  F  of  this  part. 

“Unobligated  balance"  is  the  portion 
of  the  Federal  funds  authorized  which 
has  not  been  obligated  by  the  grantee 
and  is  determined  by  deducting  the 
grantee's  cumulative  obligations  from 
the  cumulative  Federal  funds 
authorized. 

"Unliquidated  obligations,"  for  reports 
prepared  on  a  cash  basis,  are  the 
amount  of  obligations  incurred  by  the 
grantee  that  has  not  been  paid.  For 
reports  prepared  on  an  accrued 
expenditure  basis,  they  are  the  amount 
of  obligations  incurred  by  the  grantee 
for  which  an  outlay  has  not  been 
recorded. 

§  74.72  General. 

(a)  Except  as  provided  in  paragraphs 
(d)  and  (e)  of  this  section,  grantees  shall 
use  only  the  forms  specified  in  §  §  74.73 
through  74.76,  and  such  supplementary 
or  other  forms  as  may  from  time  to  time 
be  authorized  by  OGP,  for. 

(1)  Submitting  grant  financial  reports 
to  granting  agencies,  or 

(2)  Requesting  advances  or 
reimbursements  when  letters  of  credit 
are  not  used. 

(b)  Grantees  shall  follow  all 
applicable  standard  instructions  issued 
by  0MB  for  use  in  connection  with  the 
forms  specified  in  §  §  74.73  through  74.76. 
Granting  agencies  may  issue  substantive 
supplementary  instructions  only  with 
the  approval  of  OGP.  Granting  agencies 
may  shade  out  or  instruct  the  grantee  to 
disregard  any  line  item  that  the  granting 
agency  finds  unnecessary  for  its 
decision  making  purposes. 

(c)  Grantees  will  not  be  required  to 
submit  more  than  the  original  and  two 
copies  of  forms  required  under  this 
subpart. 

(d)  Granting  agencies  may  provide 
computer  outputs  to  grantees  to  expedite 
or  contribute  to  the  accuracy  of 
reporting.  Granting  agencies  may  accept 
the  required  information  from  grantees 
in  machine  usable  format  or  computer 
printouts  instead  of  prescribed  formats. 


(e)  When  a  granting  agency  has  • 
determined  that  a  grantee’s  accounting 
system  does  not  meet  the  standards  for 
financial  management  systems 
contained  in  subpart  H  of  this  part,  it 
may  require  financial  reports  with  more 
frequency  or  more  detail  (or  both),  upon 
written  notice  to  the  grantee  (without 
regard  to  S  74.7),  until  such  time  as  the 
standards  are  met. 

(f)  HEW  may  waive  any  report 
required  by  this  subpart  if  not  needed. 

(g)  Granting  agencies  may  extend  the 
due  date  for  any  financial  report  upon 
receiving  a  justified  request  from  the 
grantee. 

§  74.73  Financial  Status  Report 

(a)  Form.  Grantees  shall  use  Standard 
Form  269,  Financial  Status  Report,  to 
report  the  Status  of  funds  for  all 
nonconstruction  grants. 

(b)  Accounting  basis.  Each  grantee 
shall  report  program  outlays  and 
program  income  on  the  same  accounting 
basis,  i.e.,  cash  or  accrued  expenditure 
(accrual),  which  it  uses  in  its  accounting 
system. 

(c)  Frequency.  The  granting  agency 
may  prescribe  the  frequency  of  the 
report  for  each  project  or  program. 
However,  the  report  shall  not  be 
required  more  frequently  than  quarterly 
except  as  provided  in  §  §  74.7  and 
74.72(e).  If  the  granting  agency  does  not 
specify  the  frequency  of  the  report,  it 
shall  be  submitted  annually.  A  final 
report  shall  be  required  upon  expiration 
or  termination  of  grant  support. 

(d)  Due  date.  When  reports  are 
required  on  a  quarterly  or  semiannual 
basis,  they  shall  be  due  30  days  after  the 
reporting  period.  When  required  on  an 
annual  basis,  they  shall  be  due  90  days 
after  the  grant  year.  Final  reports  shall, 
be  due  90  days  after  the  expiration  or 
termination  of  grant  support. 

§  74.74  Federal  Cash  Transactions  Report 

(a)  Form.  (1)  For  grants  paid  by  letters 
of  credit  (or  Treasury  check  advances) 
through  any  HEW  payment  office  except 
the  Departmental  Federal  Assistance 
Financing  System  (DFAFS),  the  grantee 
shall  submit  to  the  payment  office 
Standard  Form  272,  Federal  Cash 
Transactions  Report,  and  when 
necessary,  its  continuation  sheet. 
Standard  Form  272a.  For  grants  paid  by 
DFAFS,  the  grantee  shall  submit  DFAFS 
Report  27,  Recipient  Report  of 
Expenditures,  to  DFAFS. 

(2)  These  reports  will  be  used  by  the 
HEW  payment  office  to  monitor  cash 
advanced  to  grantees  and  to  obtain 
disbursement  or  outlay  information  for 
each  grant  from  grantees.  The  format  of 
the  report  may  be  adapted  as 
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appropriate  when  reporting  is  to  be 
accomplished  with  the  assistance  of 
automatic  data  processing  equipment: 
Provided,  That  the  information  to  be 
submitted  is  not  changed  in  substance. 

(b)  Forecasts  of  Federal  cash 
requirements.  Forecasts  of  Federal  cash 
requirements  may  be  required  in  the  • 
"Remarks**  section  of  the  report. 

(c)  Cash  in  hands  of  secondary 
recipients.  When  considered  necessary 
and  feasible  by  the  responsible  HEW 
payment  office,  grantees  may  be 
required  to  report  the  amount  of  cash 
subadvances  in  excess  of  three  days* 
needs  in  the  hands  of  their  subgrantees 
or  contractors  and  to  provide  short 
narrative  explanations  of  actions  taken 
by  the  grantee  to  reduce  the  excess 
balances. 

(d)  Frequency  and  due  date.  Grantees 
shall  submit  the  report  no  later  than  15 
working  days  following  the  end  of  each 
quarter.  However,  where  a  letter  of 
credit  authorizes  advances  at  an 
annualized  rate  of  one  million  dollars  or 
more,  the  HEW  payment  office  may 
require  the  report  to  be  submitted  within 
15  working  days  following  the  end  of 
each  mondi. 

S  74.75  Request  for  advance  or 
reimburaemenL 

(a) (1)  Advance  payments.  Requests 
for  T^asiuy  check  advance  payments 
shall  be  submitted  on  Standard  Form 
270,  Request  for  Advance  or 
Reimbursement  (This  form  is  not  used 
for  drawdowns  under  a  letter  of  credit 
or  when  Treasury  check  advance 
payments  are  made  to  the  grantee 
automatically  on  a  predetermined 
basis.) 

(2)  Reimbursements.  Requests  for 
reimbursement  under  non-construction 
grants  shall  also  be  submitted  on 
Standard  Form  270.  (For  reimbursement 
requests  under  construction  grants,  see 
§  74.76(a).) 

(b)  The  frequency  for  submitting 
payment  requests  is  treated  in  {  74.96. 

S  74.76  Outlay  report  and  raquaat  for 
reimburaemant  for  construction  programs. 

(a)  Construction  grants  paid  by 
reimbursement  method.  (1)  Requests  for 
reimbursement  under  construction 
grants  shall  be  submitted  on  Standard 
Form  271,  Outlay  Report  and  Request  for 
Reimbursement  for  Construction 
Programs.  Granting  agencies  may, 
however,  prescribe  the  Request  for 
Advance  or  Reimbursement  form 
specified  in  §  74.75  instead  of  this  form. 

(2)  The  frequency  for  submitting 
reimbursement  requests  is  treated  in 
§  7^96. 


(b)  Construction  grants  paid  by  letter 
of  credit  or  Treasury  check  advance.  (1) 
When  a  construction  grant  is  paid  by 
letter  of  credit  or  Treasury  check 
advances,  the  grantee  shall  report  its 
outlays  to  the  granting  agency  using 
Standard  Form  271,  Outlay  Report  and 
Request  for  Reimbursement  for 
Construction  Programs.  The  granting 
agency  will  provide  any  necessary 
special  instruction.  However,  fi^quency 
and  due  date  shall  be  governed  by 

§  74.73(c)  and  (d). 

(2)  When  a  construction  grant  is  paid 
by  Treasury  check  advances  based  on 
periodic  requests  from  the  grantee,  the 
advances  shall  be  requested  on  the  form 
specified  in  §  74.75.  . 

(3)  The  granting  agency  may 
substitute  the  Financial  Status  Report 
specified  in  §  74.73  for  the  Outlay  Report 
and  Request  for  Reimbursement. 

(c)  Accounting  basis.  The  accounting 
basis  for  the  Outlay  Report  and  Request 
for  Reimbiuvement  for  Construction 
Programs  shall  be  governed  by 

§  74.73(b). 

Subpart  J — Monttorlng  and  Raporting 
of  Program  Performance 

S  74.80  Scope  of  •iri>parL 

This  subpart  sets  forth  the  procedures 
for  monitoring  and  reporting  program 
performance  of  recipients.  These 
procediues  are  desired  to  place 
reliance  on  recipients  to  manage  the 
day-to-day  operations  of  their  grant-  and 
subgrant-supported  activities. 

§  74J1  Monitoring  by  recipients. 

Recipients  shall  monitor  the 
performance  of  grant-  and  subgrant- 
supported  activities.  They  shall  review 
each  program,  function,  or  activity  to 
assure  that  adequate  ''ress  is  being 
made  towards  achievin^^  jie  goals  of  the 
grant  or  subgrant 

S  74.82  Performance  reports  under 
nonconstruction  grants. 

(a)  Where  the  granting  agency 
determines  that  performance 
information  sufficient  to  meet  its 
programmatic  needs  will  be  available  • 
from  subsequent  applications,  the 
granting  agency  will  require  the  grantee 
to  submit  a  performance  report  only 
upon  expiration  or  termination  of  grant 
support  This  report  will  be  due  on  the 
same  date  as  the  final  financial  Status 
Report  unless  waived  by  the  granting 
agency.  Note  that  the  “Application  for 
Federal  Assistance  (Nonconstruction 
Programs)"  prescribed  by  subpart  N  of 
this  part,  when  used  to  request 
continued  support  provides  information 
substantially  equivalent  to  a 
performance  report. 


(b)  Except  as  provided  in  paragraph 
(a)  of  this  section,  grantees  shall  submit 
annual  performance  reports  unless  the 
granting  agency  requires  quarterly  or 
semiannual  reports.  Annual  reports 
shall  be  due  90  days  after  the  grant  year, 
quarterly  or  semiaimual  reports  shall  be 
due  30  days  after  the  reporting  period.  A 
final  performance  report  shall  be  due  90 
days  after  the  expiration  or  termination 
of  grant  support.  Granting  agencies  may 
extend  the  due  date  for  any  performance 
report  upon  receiving  a  justified  request 
from  the  grantee.  In  addition,  granting 
agencies  may  waive  the  requirement  for 
any  performance  report  which  is  not 
needed. 

(c)  The  content  of  performance  reports 
shall  conform  to  any  instructions  issued 
by  the  granting  agency,  including,  to  the 
extent  appropriate  to  the  particidar 
grant,  a  brief  presentation  of  the 
following  for  each  program,  function,  or 
activity  involved: 

(1)  A  comparison  of  actual 
accomplishments  to  the  goals 
established  for  the  period.  Where  the 
output  of  the  project  or  program  oan  be 
readily  expressed  in  numbers,  a 
computation  of  the  cost  per  unit  of 
output  may  be  required  if  that 
information  will  be  useful. 

(2)  The  reasons  for  slippage  if 
established  goals  were  not  met. 

(3)  Other  pertinent  information 
including,  when  appropriate,  analysis 
and  explanation  of  unexpectedly  high 
overall  or  unit  costs. 

(d)  Grantees  will  not  be  required  to 
submit  more  than  the  original  and  two 
copies  of  performance  reports. 

(e)  Grantees  shall  adhere  to  the 
standards  in  paragraphs  (a)  through  (d) 
of  this  section  in  prescribing 
performance  reporting  requirements  for 
subgrantees. 

8  74.83  Perfonnance  reports  under 
construction  grants. 

In  general,  awarding  parties  rely 
heavily  on  on-site  technical  inspection 
and  certified  percentage-of-completion 
data  to  keep  themselves  informed  as  to 
progress  under  construction  grants  and 
subgrants.  Formal  performance  reports 
to  supplement  those  sources  of 
information  shall  be  required  only  if 
considered  necessary  by  the  aweinling 
party,  and  in  no  case  more  fi^quently 
than  quarterly. 

8  74.84  Significant  davalopnwnts  batwaan 
schadulad  raporting  datas. 

Between  the  scheduled  performance 
reporting  dates,  events  may  occur  which 
have  significant  impact  upon  the  grant¬ 
or  subgrant-supported  activity.  In  such 
cases,  the  recipient  shall  inform  the 
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awarding  party  as  soon  as  the  following 
types  of  conditions  become  known: 

(a)  Problems,  delays,  or  adverse 
conditions  which  will  materially  impair 
the  ability  to  attain  the  objective  of  the 
award.  This  disclosure  shall  be 
accompanied  by  a  statement  of  the 
action  taken,  or  contemplated,  and  any 
assistance  needed  to  resolve  the 
situation. 

(b)  Favorable  developments  which 
enable  meeting  time  schedules  and  goals 
sooner  or  at  less  cost  than  anticipated  or 
producing  more  beneficial  results  than 
originally  projected. 

S  74.85  Site  visits. 

Site  visits  may  be  made  as  necessary 
by  representauves  of  HEW  to: 

(a)  Review  program  accomplishments 
and  management  control  systems. 

(b)  Provide  such  technical  assistance 
as  may  be  required. 

Subpart  K — Grant  and  Subgrant 
Payment  Requirements 

S  74.90  Scope  of  subparL 

This  subpart  prescribes  the  basic 
standard  and  the  methods  under  which 
HEW  will  make  grant  pajrments  to 
grantees,  and  grantees  will  make 
subgrant  payments  to  their  subgrantees. 

974.91  Definitions. 

As  used  in  this  subpart: 

"Advance  by  Treasury  checl?'  is  a 
payment  made  by  a  Treasury  check  to  a 
grantee,  upon  its  periodic  request  or 
through  the  use  of  predetermined 
payment  schedules,  before  payments  are 
made  by  the  grantee. 

“Letter  of  credit"  is  an  instrument 
certified  by  an  authorized  official  which 
authorizes  a  recipient  to  draw  funds 
needed  for  immediate  disbursement  in 
accordance  with  Treasury  Circular  No. 
1075. 

“Percentage  of  completion  method" 
refers  to  a  system  under  which 
payments  are  made  for  construction 
work  according  to  the  percentage  of 
completion  of  Hie  woik,  rather  than  to 
the  grantee’s  rate  of  disbursements. 

9  74.92  Basic  standard. 

Methods  and  procedures  for  making 
payments  to  recipients  shall  minimize 
the  time  elapsing  between  the  transfer 
of  funds  and  the  recipient’s 
disbursements. 

9  74.93  Payment  methods  under 
nonconstruction  grants. 

(a)  Letters  of  credit  «vill  be  used  to 
pay  HEW  grantees  when  all  of  the 
following  conditions  exist: 

(1)  There  is  or  will  be  a  continuing 
relationship  between  the  grantee  and 


the  HEW  payment  office  for  at  least  a 
year  and  the  total  amount  of  advances 
to  be  received  from  the  HEW  payment 
office  is  $120,000  or  more  per  year, 

(2)  The  grantee  has  maintained,  or 
demonstrated  to  HEW  the  willingness 
and  ability  to  maintain,  procedures  that 
minimize  the  time  elapsing  between  the 
transfer  of  funds  from  the  Treasury  and 
their  disbursement  by  the  grantee,  and 

(3)  *rhe  grantee’s  financial 
management  system  meets  the 
standards  for  fund  control  and 
accountability  in  Subpart  H  of  this  part. 

(b)  Advances  by  Treasury  check  will 
be  used,  in  accordance  with  Treasury 
Circular  No.  1075,  when  the  grantee 
does  not  meet  the 'requirements  in 
paragraph  (a](l)  of  this  section  but  does 
meet  the  requirements  in  paragraphs  (a) 
(2)  and  (3)  of  this  section. 

(c)  Reimbursement  by  Treasury  check 
will  be  preferred  method  when  the 
requirements  of  either  paragraph  (a)(2) 
or  paragraph  (a)(3)  of  this  section  are 
not  met.  This  method  may  also  be  used 
when  the  major  portion  of  the  program 
is  accomplished  through  private  market 
financing  or  Federal  loans,  and  the 
Federal  grant  assistance  constitutes  a 
minor  portion  of  the  program. 

9  74.94  Payment  methods  under 
construction  grants. 

(a)  Reimbursement  by  Treasury  check 
shall  be  the  preferred  method  when  the 
grantee  does  not  meet  the  requirements 
specified  in  §  74.93(a)  (2)  or  (3).  and  may 
be  used  for  any  HEW  construction  grant 
unless  HEW  has  entered  into  an 
agreement  with  the  grantee  to  use  a 
letter  of  credit  for  all  HEW  grants, 
including  construction  grants. 

(b)  When  the  reimbursement  by 
Treasury  check  method  is  not  used, 

§  74.93  (a)  and  (b)  shall  apply  to  the 
construction  grant.  Implementing 
procedures  under  §  74.93  (a)  and  (b)  will 
be  insofar  as  possible  the  same  for 
construction  grants  as  for 
nonconstruction  grants  awarded  to  the 
same  grantee. 

(c)  HEW  mil  not  use  the  percentage 
of  completion  method  to  pay  its 
construction  grants.  The  grantee  may 
use  that  method  to  pay  its  construction 
contractor,  but  if  it  does.  HEW’s 
payments  to  the  grantee  will 
nevertheless  be  based  on  the  grantee’s 

^actual  rate  of  disbursements. 

9  74.9$  Withholdhig  of  payments. 

(a)  Unless  otherwise  required  by 
Federal  statute,  pay^rents  for  proper 
chaiges  incurred  by  grantees  will  not  be 
withheld  unless  (1)  the  grantee  has 
failed  to  comply  with  Federal  reporting 
requirements  or  (2)  the  grant  is 


suspended  pursuant  to  9  74.114  or  (3)  the 
grantee  owes  money  to  the  United 
States  and  collection  of  the  debt  by 
withholding  grant  payments  will  not 
impair  the  accomplishment  of  the 
objectives  of  any  grant  program 
sponsored  by  the  United  States. 

(b)  Cash  withheld  for  failure  to  * 
comply  with  reporting  requirements  but 
without  suspension  of  the  grant  will  be 
released  to  the  grantee  upon  subsequent 
compliance.  When  a  grant  is  suspended, 
payment  adjustments  will  be  made  in 
accordance  with  9  74.114.  When  a  debt 
is  to  be  collected,  HEW  may  withhold 
payments  or  require  appropriate 
accounting  adjustments  to  recorded 
grant  cash  balances  for  which  the 
grantee  is  accountable  to  the  Federal 
Government,  in  order  to  liquidate  the 
indebtedness. 

9  74.96  Requesting  advances  or 
reimbursements. 

(a)  If  advances  are  made  by  Treasury 
check  and  the  advances  are  not 
prescheduled,  the  grantee  shall  submit 
its  requests  for  payment  monthly.  Less 
frequent  requests  are  not  permitted 
because  they  would  result  in  advances 
covering  excessive  periods  of  time. 

(b)  If  payments  are  made  through 
reimbursement  by  Treasury  check,  the  . 
grantee  may  submit  its  requests  for 
reimbursement  monthly  and  may  submit 
them  more  often  if  authorized,  llie 
grantee  will  be  paid  as  promptly  as 
possible,  ordinarily  within  30  days  after 
receipt  of  a  proper  request  for 
reimbursement. 

(c)  The  forms  for  requesting  advances 
or  reimbursements  are  identihed  in 
subpart  I  of  this  part. 

9  74.97  Paymsnts  to  subgranteos. 

Grantees  shall  observe  the 
requirements  of  this  subpart  in  making 
(or  withholding)  payments  to 
subgrantees,  with  the  following 
exceptions: 

(a)  Advance  payment  by  check  may 
be  used  instead  of  letter  of  credit; 

(b)  The  forms  speciHed  in  subpart  I  of 
this  part  for  requesting  advances  and 
reimbursements  are  not  required  to  be 
used  by  subgrantees:  and 

(c)  The  reimbursement  by  check 
method  may  be  used  to  pay  any 
construction  subgranL  whether  or  not 
HEW  has  agreed  to  use  a  letter  of  credit 
for  all  direct  HEW  grants  to  that  same 
recipient. 
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Subpart  L— Programmatic  Changes 
and  Budget  Revisions 

S  74.100  Scope  and  applicability  of  thia 
subpart 

(a)  Scope.  This  subpart  deals  with 
prior  approval  requirements  for  post* 
award  programmatic  changes  and 
budget  revisions  by  recipients. 

(b)  Exemption  of  mandatory  grants. 
Sections  74.103  through  74.106  do  not 
apply  to  programmatic  changes  or 
budget  revisions  made  by  grantees 
under  State  plan  or  other  grants  which 
the  granting  agency  is  required  by  law 
to  award  if  the  applicant  meets  all 
applicable  requirements  for  entitlement. 
(Tbese  are  generally  called  “mandatory” 
or  “formula”  grants.) 

(c)  Exemption  of  certain  subgrants. 
Sections  74.103  through  74.106  do  not 
apply  to  subgrants  from  States  to  their 
local  governments  under  a  mandatory  or 
formula  grant,  if  the  local  government  is 
not  required  to  apply  for  the  subgrant  on 
a  project  basis.  Generally,  such  exempt 
subgrants  will  occur  under  a  State  plan 
which  provides  for  local  administration 
of  a  State-wide  program  under  State 
supervision. 

S  74.101  Rclationthip  to  cost  principlss. 

The  cost  principles  in  Appendices  C, 

D,  E,  and  F  to  this  part  contain 
requirements  for  prior  approval  of 
certain  types  of  costs  (see  §  74.176). 
Except  when  waived,  those 
requirements  apply  to  all  grants  and 
subgrants  even  if  §  §  74.103  through 
74.106  do  not. 

§  74.102  Prior  approval  procaduras. 

(a)  Eor  grants.  When  requesting  a 
prior  approval  required  by  this  subpart 
grantees  shall  address  their  requests  to 
the  responsible  grants  officer  of  the 
granting  agency.  Approvals  shall  not  be 
valid  unless  they  are  in  writing  and 
signed  by  either  the  grants  officer,  the 
head  of  the  granting  agency,  or  the  head 
of  the  granting  agency's  regional  office. 

(b)  For  subgrants.  Grantees  shall  be 
responsible  for  reviewing  requests  from 
their  subgrantees  for  the  approvals 
required  by  this  subpart  and  for  giving 

or  denying  the  approval.  A  grantee  shall... 
not  approve  any  action  which  is 
inconsistent  with  the  purpose  or  terms 
of  the  Federal  grant.  If  an  action  by  a 
subgrantee  will  result  in  a  change  in  the 
overall  grant  project  or  budget  requiring 
granting  agency  approval,  the  grantee 
shall  obtain  that  approval  before  giving 
its  approval  to  the  subgrantee. 

Approvals  shall  not  be  valid  unless  they 
are  in  writing  and  signed  by  an 
authorized  official  of  the  grantee. 


(c)  Timing.  Within  30  days  from  the 
date  of  receipt  of  a  request  for  approval, 
the  approval  authority  shall  review  the 
request  and  notify  the  recipient  of  its 
decision.  If  the  request  for  approval  is 
still  under  consideration  at  ffie  end  of  30 
days,  the  approval  authority  shall 
inform  the  recipient  in  writing  as  to 
when  to  expect  the  decision. 

§  74.103  Programmatic  changes. 

(a)  Scope.  This  section  contains 
requirements  for  prior  approval  of 
departures,  other  than  budget  revisions, 
from  approved  project  plans.  In  addition 
to  the  requirements  in  this  section, 
awarding  parties  may  require  prior 
approval  for  other  kinds  of 
programmatic  changes  to  an  approved 
grant  or  subgrant  project. 

(b)  Changes  to  project  scope  or 
objectives.  The  recipient  shall  obtain 
prior  approval  for  any  change  to  the 
scope  or  objectives  of  the  approved 
project.  (For  construction  projects,  any 
material  change  in  approved  space 
utilization  or  functional  layout  shall  be 
considered  a  change  in  scope.) 

(c)  Changes  in  key  people.  The 
recipient  of  a  grant  or  subgrant  for 
research  (or  any  other  kind  of  grant  or 
subgrant  if  the  terms  of  the  award  make 
this  rule  applicable)  shall  obtain  prior 
approval: 

(1)  To  continue  the  project  during  any 
continuous  period  of  more  than  3 
months  without  the  active  direction  of 
an  approved  project  director  or  principal 
investigator,  or 

(2)  To  replace  the  project  director  or 
principal  investigator  (or  any  other 
persons  named  and  expressly  identifred 
as  key  project  people  in  the  notice  of 
grant  or  subgrant  award)  or  to  permit 
any  such  people  to  devote  substantially 
less  effort  to  the  project  than  was 
anticipated  when  the  grant  or  subgrant 
was  awarded. 

(d)  Other  programmatic  changes.  The 
following  shall  require  prior  approval 
except  to  the  extent  explicitly  included 
in  the  project  plan  as  approved  by  the 
awarding  party  at  the  time  of  award: 

(1)  Providing  financial  assistance  to  a 
third  party  by  subgranting  or  any  other 
means. 

(2)  Tranferring  to  a  third  party,  by 
contracting  or  any  other  means,  the 
actual  performance  of  the  substantive 
programmatic  work.  The  term 
“substantive  programmatic  work” 
means  activities  which  are  central  to 
carrying  out  the  purpose  of  the  project, 
and  not  merely  incidental.  Transfer  of 
substantive  programmatic  work  does 
not  include  pur^ase  of  supplies, 
materials,  or  equipment;  acquisition  of 
general  or  incidental  support  services: 


obtaining  advice;  or  transfer  of  activities 
whose  cost  is  treated  as  an  indirect  cost 

(3)  Providing  medical  care  to  ' 
in^viduals  under  research  grants. 

8  74.104  Budgets  generally. 

(a)  Definitions.  In  this  subpart: 

(1)  “Budget”  means  the  recipient’s 
financial  plan  for  cai^ng  out  the 
project  or  program. 

(2)  “Approved  budget”  means  a 
budget  (including  any  revised  budget) 
which  has  been  approved  by  the 
awarding  party. 

(b)  Research  project  budgets.  For 
research  projects,  approved  budgets 
shall  not  include  the  recipient’s  share  of 
project  costs. 

(c)  Non-research  project  budgets.  For 
non-research  projects  which  involve 
cost  sharing  or  matching,  approved 
budgets  shall  ordinarily  consist  of  a 
single  set  of  figures  covering  total 
project  cost  (the  sum  of  the  awarding 
party’s  share  and  the  recipient’s  share). 
However,  the  awaiding  party  may 
specify  that  the  recipient’s  share  not  be 
included  in  the  approved  budget.  In  no 
case,  however,  shall  the  approved 
budget  be  in  the  form  of  a  separate  set 
of  figures  for  each  share. 

(d)  Subdivision  by  programmatic 
segments.  Some  grants  and  subgrants 
encompass  two  or  more  programmatic 
segments  (such  as  discrete  programs, 
projects,  frmctions,  or  types  of 
activities).  In  these  cases,  the  awarding 
party  may  require  that  the  approved 
budget  be  suMivided  to  show  the 
anticipated  cost  of  each  programmatic 
segment 

8  74.105  Budget  revteione— 
nonconstruction  projocts. 

(a)  Except  as  provided  in  paragraph 

(b)  of  this  section,  the  recipient  of  a 
grant  or  subgrant  having  an  approved 
budget  shall  obtain  prior  approval  for 
any  budget  revision  which  %vill: 

(1)  Involve  transfer  of  amounts 
budgeted  for  indirect  costs  to  absorb 
increases  in  direct  costs,  or 

(2)  Involve  transfer  of  amounts 
pre^dously  budgeted  for  student  support 
(tuition  waivers,  stipends,  and  other 
payments  to  or  for  trainees),  or 

(3)  Result  in  a  need  for  the  award  of 
additional  funds,  e.g.,  an  increase  in  the 
base  upon  which  indirect  costs  are 
calculated  which  will  increase  allocable 
indirect  costs  and  result  in  a  claim  for  a 
supplementary  award. 

(b)  Any  or  all  of  the  prior  approval 
requirements  in  (>aragraph  (a)  of  this 
section  may  be  waived  by  the  awarding 
party. 

(c)  Except  as  provided  in  8S  74.107 
and  74.176,  other  budget  changes  under 
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nonoonstruction  grants  do  not  require 
approval. 

S  74.106  Budget  revision*— construction 
protects. 

Unless  provided  otherwise  by  Ae 
terms  of  the  grant  or  subgrant,  revisions 
to  construction  protect  budgets  do  not 
require  approval. 

§  74.107  Construction  and 
nonconstruction  woric  under  the  same 
grant  or  subgrant 

When  a  grant  or  subgrant  provides 
support  for  both  construction  and  * 
nonconstruction  work,  the  awarding 
party  may  require  prior  approval  before 
any  fund  or  budget  transfers  between 
Ae  two  types  of  work. 

§  74.106  Authorized  funds  exceeding 
needs. 

The  recipient  shall  notify  Ae 
awarding  party  promjrtly  whenever  Ae 
amount  of  grant  or  subgrant  auAorized 
funds  is  expected  to  exceed  needs  by 
more  Aan  $5,000  or  5  percent  of  Ae. 
grant  or  snbgrant,  whichever  is  greater. 
This  notification  will  not  be  required 
under  continuing  grants  or  subgrants  if 
the  application  for  Ae  next  period's 
funding  will  include  an  estimate  of  what 
Ae  unobligated  balance  of  authorized 
funds  will  be  at  the  end  of  Ae  current 
period. 

Subpart  M — Grant  and  Subgrant 
Cloaeout,  Suspension,  and 
Termination 

§74.110  Definitions. 

“Grant  closeout”  means  the  process 
by  which  a  granting  agency  determines 
that  all  applicable  admmistrative 
actions  and  all  required  work  of  Ae 
.  grant  have  been  completed  by  the 
grantee  and  the  granting  agency. 

"Suspension”  of  a  grant  means 
temporary  withdrawal  of  Ae  grantee's 
auAority  to  obligate  grant  funds  pending 
corrective  action  by  the  grantee  or  a 
decision  to  terminate  Ae  grant. 

'Termination"  of  a  grant  means 
permanent  withdrawal  of  Ae  grantee's 
auAority  to  obligate  previously 
awarded  grant  funds  before  that 
auAority  would  oAerwise  expire.  It  also 
means  Ae  volimtary  relinquishment  of 
that  authority  by  the  grantee. 
"Termination”  does  not  include: 

(a)  WiAdrawal  of  funds  awarded  on 
the  basis  of  Ae  grantee's  underestimate 
of  Ae  unobligated  balance  in  a  prior 
period; 

(b)  Refusal  by  the  granting  agency  to 
extend  a  grant  or  award  additional 
funds  (such  as  refusal  to  make  a 
competing  or  noncompeting 


continuation,  renewal,  extension,  or 
supplemental  award); 

(c)  Withdrawal  of  the  unobligated 
balance  as  of  the  expiration  of  a  grant; 

(d)  Annulineht  i.e..  voiding,  of  a  grant 
upon  determination  Aat  Ae  award  was 
obtained  fraudulently,  or  was  oAerwise 
illegal  or  invalid  from  inception. 

§74.111  ClosTOUt 

(a)  Each  grant  shall  be  closed  out  as 
promptly  as  is  feasible  after  expiration 
or  termination. 

(b)  A  closing  out  HEW  grants,  Ae 
fo^wing  shaU  be  observed: 

(1)  Upon  request,  HEW  shall  promptly 
pay  the  grantee  for  any  allowable 
reimbursable  costs  not  covered  by 
previous  payments. 

(2)  The  grantee  shall  immediately 
refund  or  oAerwise  dispose  of,  A 
accordance  with  instructAns  from 
HEW.  any  unobligated  balance  of  cash 
advanced  to  Ae  grantee. 

(3)  The  grantee  shall  submit,  within  90 
days  of  Ae  date  of  expiration  or 
termination,  all  financial,  performance, 
and  oAer  reports  required  by  the  terms 
of  the  grant.  HEW  may  extend  the  due 
date  for  any  report  upon  receiving  a 
justified  request  from  the  grantee,  and 
may  waive  any  report  which  is  not 
ne^ed. 

(4)  The  granting  agency  shall  make  a 
settlement  for  any  upward  or  downward 
adjustment  of  the  Federal  share  of  costs, 
to  Ae  extent  called  for  by  the  terms  of 
Ae  grant. 

(c) (1)  The  closeout  of  a  grant  does  not 
affect  Ae  retention  period  for.  or 
Federal  rights  of  access  to,  grant 
records.  See  subpart  D  of  this  part. 

(2)  If  a  grant  is  closed  out  wiAout  ' 
auAt  Ae  granting  agency  retains  Ae 
right  to  disallow  and  recover  an 
appropriate  amount  after  Ally 
considering  any  recommended 
disallowances  resulting  from  an  audit 
wAch  may  be  conducted  later. 

(3)  The  closeout  of  a  grant  does  not 
affect  Ae  grantee's  responsibilities  with 
respect  to  property  under  subpart  O  of 
this  part,  or  wiA  respect  to  any  program 
income  fw  wAch  Ae  grantee  is  still 
accountable  under  subpart  F  of  this  part. 

§  74.1 12  Amounts  payable  to  the  Fe<feral 
Government 

For  each  grant,  Ae  following  sums 
shall  constitute  a  debt  or  debts  owed  by 
the  grantee  to  the  Federal  Government, 
and  shall,  if  not  paid  upon  demand,  be 
recovered  from  the  grantee  or  its 
successor  or  assignees  by  set-off  or 
other  actiim  as  provided  by  law: 

(a)  Any  grant  funds  paid  to  Ae 
grantee  by  Ae  Federal  Government  A 
excess  of  the  amount  to  wAch  the 


grantee  is  finally  determined  to  be 
entitled  under  the  terms  of  the  grant; 

(b)  Any  interest  or  oAer  mvestment 
income  earned  on  advances  of  grant 
funds  which  is  due  the  Federal 
Government  pursuant  to  |  74.47; 

(c)  Any  royalties  or  oAer  special 
classes  of  program  income  wAch.  under 
the  terms  of  Ae  grant,  are  required  to  be 
remitted  to  the  Federal  Government  (see 
subpart  F  of  Ais  part): 

(d)  Any  amounts  due  Ae  Federal 

Government  under  subpart  O  of  this 
part;  and  > 

(e)  Any  other  amounts  finally 
determined  to  be  due  the  Federal 
Government  under  Ae  terms  of  the 
grant. 

§74.113  Violation  of  terms. 

(a)  When  a  grantee  has  materially 
failed  to  comply  with  the  terms  of  a 
grant,  the  granting  agency  may  suspend 
Ae  grant,  in  accordance  with  §  74.114, 
terminate  the  grant  for  cause,  as 
provided  in  §  74.115,  or  take  such  other 
remedies  as  may  be  legally  available 
and  appropriate  in  Ae  circumstances. 

(b)  If  a  project  or  program  is 
supported  over  two  or  more  funding 
periods,  a  grant  may  be  suspended  or 
terminated  in  Ae  current  period  for 
failure  to  submit  a  report  still  due  from  a 
prior  period. 

§74.114  Suspension. 

(a)  When  a  grantee  has  materially 
failed  to  comply  with  Ae  terms  of  a 
grant,  the  granting  agency  may,  upon 
reasonable  notice  to  the  grantee, 
suspend  the  grant  in  whole  or  in  part. 
The  notice  of  suspension  will  state  the 
reasons  for  the  suspension,  any 
corrective  action  required  of  the  grantee, 
and  Ae  effective  date.  The  suspension 
may  be  made  effective  at  once  if  a 
delayed  effective  date  would  be 
unreasonable  considering  Ae  granting 
agency's  responsibilities  to  protect  Ae 
Federal  Government's  mterest.  - 
Suspensions  shall  remain  in  effect  until 
the  grantee  has  taken  corrective  action 
satisfactory  to  the  granting  agency,  or 
given  evidrace  satisfactory  to  Ae 
granting  agency  that  such  corrective 
action  will  be  taken,  or  until  the  granting 

^^^ency  termmates  the  grant. 

(b)  New  obligations  incurred  by  the 
grantee  during  Ae  suspension  period 
will  not  be  allowed  unless  the  granting 
agency  expressly  authorizes  them  in  the 
notice  of  suspension  or  an  amendment 
to  it.  Necessary  and  otherwise 
allowable  costs  viAich  the  grantee  could 
not  reasonably  avoid  during  Ae 
suspension  period  will  be  allowed  if 
they  result  ^m  obligations  properiy  - 
incurred  by  the  grantee  before  the 
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effective  date  of  the  suspension  and  not 
in  anticipation  of  suspension  or 
termination.  At  the  discretion  of  the  • 
granting  agency,  third-party  in-kind 
contributions  applicable  to  the 
suspension  peric^  may  be  allowed  in 
satisfaction  of  cost  sharing  or  matching 
requirements. 

(c)  Appropriate  adjustments  to 
payments  under  the  suspended  grant 
will  be  made  either  by  i^thholci^ng 
subsequent  payments  or  by  not  allowing 
the  grantee  credit  for  disbursements 
made  in  payment  of  imauthorized 
obligations  incurred  during  the 
suspension  period. 

§74.11$  Terminatiorf^ 

(a)  Termination  for  cause.  The 
granting  agency  may  terminate  any 
grant  in  whole,  or  in  pent,  at  any  time 
before  the  date  of  expiration,  whenever 
it  determines  that  the  grantee  has 
materially  failed  to  comply  with  the 
terms  of  the  grant.  The  granting  agency 
shall  promptly  notify  the  grantee  in 
writing  of  die  determination  and  the 
reasons  for  the  termination,  together 
with  the  effective  date. 

(b)  Termination  on  other  grounds. 
Except  as  provided  in  paragraph  (a)  of 
this  section,  grants  may  be  terminated  in 
whole  or  in  part  only  as  follows:  < 

(1)  By  the  granting  agency  with  the 
consent  of  the  grantee,  in  which  case  the 
two  parties  shall  agree  upon  the 
termination  conditions,  including  the 
effective  date  and  in  the  case  of  partial 
terminations,  the  portion  to  be 
terminated,  or 

(2)  By  the  grantee,  upon  written 
notification  to  the  granting  agency, 
setting  forth  the  reasons  for  such 
termination,  the  effective  date,  and  in 
the  case  of  partial  terminations,  the 
portion  to  be  terminated.  However,  if,  in 
the  case  of  a  partial  termination,  the 
granting  agency  determines  that  the 
remaining  portion  of  the  grant  will  not 
accomplish  the  purposes  for  which  the 
grant  was  made,  the  granting  agency 
may  terminate  the  grant  in  its  entirety 
under  either  paragraph  (a)  or  paragraph 
(b)(1)  of  this  section. 

(c)  Termination  settlements.  When  a 
grant  is  terminated,  the  grantee  shall  not 
incur  new  obligations  for  the  terminated 
portion  after  the  effective  date,  and  shall 
cancel  as  many  outstanding  obligations 
as  possible.  The  granting  agency  shall 
allow  full  credit  to  the  grantee  for  the 
Federal  share  of  the  noncancellable 
obligations  properly  incurred  by  the 
grantee  prior  to  termination. 

§74.116  AppMcabNtty  to  subgrants. 

Grantees  shali  adhere  to  the  same 
standards  regarding  closeout. 


suspension,  and  termination  of 
subgrants  as  are  prescribed  in  this 
subpart  for  granting  agencies. 

Subpart  N->-Fonns  for  Applying  for 
Grants 

§  74.120  Scope  of  subpart 

(a)  This  subpart  prescribes  forms  and 
instructions  to  be  used  by  governmental 
organizations  (except  hospitals  and 
institutions  of  higher  education  operated 
by  a  government)  in  applying  to  HEW 
for  grants.  This  subpart  is  not 
applicable,  however,  to  mandatory  or 
formula  grant  programs  which  do  not 
require  applicants  to  apply  to  HEW  for 
fimds  on  a  project  basis. 

(b)  This  subpart  permits  granting 
agencies  to  prescribe  the  form  of 
applications  by  nongovernmental 
organizations  (including  hospitals  and 
institutions  of  higher  education  operated 
by  a  government),  but  prescribes  the  use 
of  a  standard  facesheet  for  certain  of 
these  applications. 

(c)  TUs  subpart  applies  only  to 
applications  for  grants,  and  is  not 
required  to  be  applied  by  grantees  in 
dealing  with  applicants  for  subgrants. 
However,  grantees  are  encouraged  not 
to  adopt  more  detailed  or  burdensome 
application  requirements  for  subgrants. 

§  74.121  Authorized  forms  and 
Instructions  for  governmental 
organizations. 

(a)  In  applying  to  HEW  for  grants, 
governments  shall  use  only  the  forms 
speciffed  in  §  §  74.122  through  74.126, 
and  such  supplementary  or  other  forms 
as  may  from  time  to  time  be  prescribed 
by  the  granting  agency  with  the 
approval  of  OGP. 

(b)  Governments  will  not  be  required 
to  submit  more  than  the  original  and  two 
copies  of  their  applications. 

(c)  Governments  shall  follow  all 
applicable  standard  instructions 
promulgated  by  OMB  for  use  in 
connection  with  the  forms  specified  in 
§  §  74.122  through  74.126.  Granting 
agencies  may  specify  and  describe  the 
programs,  fimctions,  or  activities  that 
will  be  used  to  plan,  budget,  and 
evaluate  the  work  under  a  grant.  Other 
supplementary  instructions  may  be 
issued  only  with  the  approval  of  OGP. 
For  any  form,  the  granting  agency  may 
shade  out  or  instruct  the  applicant  to 
disregard  any  line  item  that  is  not 
needed. 

(d)  When  a  government  applies  for 
additional  funding  (such  as  a 
continuation  or  supplemental  award)  or 
amends  a  previously  submitted 
application,  only  the  facesheet  and  any 
other  affected  pages  need  be  submitted. 


Previously  submitted  pages  whose 
information  is  still  current  need  not  be 
resubmitted. 

§  74.122  Pr— ppMcatlona  for  Foder^ 
aaaltanco  for  govmmontal  organhMdons. 

(a)  When  a  preapplication  is 
submitted  by  a  government,  the 
preapplication  for  Federal  assistance 
form  prescribed  by  OMB  Circular  A-102 
shall  be  used.  The  purposes  of 
pre^plications  shall  be  to:  , 

(1)  Establish  communication  between 
the  applicant  and  the  granting  agency; 

(2)  Determine  the  applicant's 
eligibility, 

(3)  Determine  how  well  the  project 
can  compete  with  similar  applications 
from  others  in  order  to  discourage 
proposals  which  have  little  or  no  chance 
for  Federal  funding  before  applicants 
incur  significant  expenditures  for 
preparing  an  application. 

(b)  Preapplication  shall  be  mandatory 
when  the  potential  applicant  is  a 
government  and  the  proposed  project  (1) 
is  for  construction,  land  acquisition,  or 
land  development,  and  (2)  would  require 
more  than  $100,000  of  Federal  fundi^. 
The  granting  agency  may  require 
preapplications  regardless  of  the -type  of 
project  and  regardless  of  the  estimated 
amount  of  Federal  funding.  In  addition, 
any  government  may  submit  a 
preapplication  even  when  not  required 
by  the  granting  agency. 

§  74.123  Notice  of  preapplication  review 
action  for  governmental  organizations. 

The  notice  of  preapplication  review 
action  form  prescribed  by  attachment  M 
of  OMB  Circ^ar  No.  A-102  will  be  used 
by  granting  agencies  to  inform 
governmental  applicants  of  the  results  of 
the  review  of  the  preappiications 
submitted  to  them.  The  granting  agency 
will  send  a  notice  to  the  applicant 
ordinarily  within  45  days  of  the  receipt 
of  the  preapplication  form.  If  the  review 
cannot  be  made  within  45  days,  the 
applicant  will  be  informed  by  letter  as  to 
when  the  review  will  be  completed. 

§  74.124  Application  for  Federal 
assistance  (nonconstruction  programs)  for 
governmental  organizations. 

The  applicant  for  Federal  assistance 
(nonconstruction  programs)  form 
prescribed  by  attachment  M  of  OMB 
Circular  No.  A-102  shall  be  used  by 
governments  in  applying  for  any  grant  to 
which  this  subpart  is  applicable  except 
where  a  form  speciHed  in  §  74.125  or 
§  74.126  is  to  be  used. 
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(74.125  Application  for  Federal 
aaalatance  (for  conatnictlon  programs)  for 
governmental  organizations. 

The  applicant  for  Federal  assistance 
(for  construction  programs)  form 
prescribed  by  attachment  M  of  OMB 
Circular  No.  A-102  shall  be  used  by 
governments  in  applying  for  any  grant 
whose  purpose  is  soley  or  primarily 
construction,  land  acquisition,  or  land 
development. 

(  74.126  Application  for  Federal 
assistance  (short  form)  for  governmental 
organizations. 

The  applicant  for  Federal  assistance 
(short  form)  form  prescribed  by 
attachment  M  of  OMB  Circular  No.  A- 
102  shall  be  used  by  governments  in 
applying  for  any  single-purpose  one-time 
grant  of  less  than  $10,000  not  requiring 
clearinghouse  review,  an  environmental 
impact  statement,  or  the  relocation  of 
persons,  businesses,  or  farms.  Granting 
agencies  may,  at  their  discretion, 
authorize  or  prescribe  this  form  for 
applications  for  larger  amounts. 

S  74.127  Authorized  forms  and 
Instructions  for  nongovernmental 
organizations. 

Nongovernmental  organizations  shall 
use  application  forms  and  instructions 
prescribed  by  the  granting  agency, 
except  that  the  facesheet  of  such 
applications  shall  be  standard  form  424 
for  grants  under  programs  covered  by 
.  attachment  A.  part  I.  of  OMB  Circular 
No.  A-gs. 

Subpart  O— Property 
General 

§  74.130  Scope  and  applicability  of  this 
subpart 

(a)  Except  as  explained  in  paragraphs 

(c),  (d),  and  (e)  of  this  section  this 
subpart  applies  to  real  property, 
equipment,  and  supplies  acquired  with 
grant  support.  To  be  considered 
acquired  with  grant  support,  some  or  all 
of  ^e  property’s  acquisition  cost  must 
be  a  direct  cost  under  the  grant  a 
subgrant  or  a  cost-type  contaact  and 
must  be  either  borne  by  grant  funds  or 
counted  toward  satisfying  a  grant  cost¬ 
sharing  or  matching  requirement. 

.  (b)  This  subpart  also  deals  with 
inventions,  patents,  and  copyrights 
arising  out  of  activities  assisted  by  a 
grant  or  subgrant. 

(c)  This  subpart  does  not  apply  to¬ 
ll)  Property  for  which  only 
depreciation  or  use  allowances  are 
charged; 

(2)  Property  donated  entirely  as  a 
third-party  in-kind  contribution  (as 
deHned  in  §  74.51):  or 


(3)  Equipment  or  supplies  acquired 
primarily  for  sale  or  rental  rather  than 
for  use. 

(d)  Equipment  or  supplies  acquired  by 
a  contractor  under  a  grant  or  subgrant 
shall  be  subject  to  this  subpart  only  if. 
by  terms  of  the  contract,  title  vests  in 
the  grantee  or  subgrantee. 

(e)  For  research  grants  that  are 
subject  to  an  institutional  cost-sharing 
agreement  (see  8  74.50(b)),  real  property, 
equipment,  and  supplies  shall  be  subject 
to  this  subpart  only  if  at  least  some  part 
of  the  acquisition  cost  is  borne  as  a 
direct  cost  by  Federal  grant  funds. 

8  74.131  Prohibition  against  addKionai 
requiremanta. 

Recipients  may  follow  their  own 
property  management  policies  and 
procedures:  Provided,  They  observe  the 
requirements  of  this  subpart.  Awarding 
parties  may  not  impose  on  recipients 
property  requirements  (including 
property  reporting  requirements)  not 
authorize  by  this  subpart,  unless 
specifically  required  by  Federal  statutes 
or  Executive  Orders. 

8  74.132  Definitions. 

As  used  in  this  subpart: 

“Acquisition”  of  property  includes 
purchase,  construction,  or  fabrication  of 
property,  but  does  not  include  rental  of 
property  or  alterations  and  renovations 
of  real  property. 

"Acquisition  cost”  of  an  item  of 
purchased  equipment  means  the  net 
invoice  price  of  the  equipment,  including 
the  cost  of  modiBcations,  attachments, 
accessories,  or  auxiliary  apparatus 
necessary  to  mtdce  the  equipment  usable 
for  the  purpose  for  which  it  was 
acquired.  Other  charges  such  as  the  cost 
of  installation,  transportation,  taxes, 
duty  or  protective  in-transit  insurance 
shall  be  included  in  or  excluded  from 
the  unit  acquisition  cost  in  accordance 
with  the  regular  accounting  practices  of 
the  organization  purchasing  the 
equipment.  If  the  item  is  acquired  by 
trading  in  another  item  and  paying  an 
additional  amoimt,  "acquisition  cost” 
means  the  amount  received  for  trade-in 
plus  the  additional  oi^tlay. 

"Amount  received  for  trade-in"  of  an 
item  of  equipment  traded  in  for 
replacement  equipment  means  the 
amount  that  would  have  been  paid  for 
the  replacement  equipment  without  a 
trade-in  minus  the  amount  paid  with  the 
trade-in.  The  term  refers  to  the  actual 
difference,  not  necessarily  the  trade-in 
value  shown  on  an  invoice. 

"Equipment"  means  tangible  personal 
property  having  a  useful  life  of  more 
than  one  year  and  an  acquisition  cost  of 
$300  or  more  per  unit  except  that 


'  organizations  subject  to  Cost 
Accounting  Standards  Board  (CASB) 
regulations  may  use  the  CASB  standard 
of  $5(X)  or  more  per  unit  and  useful  life 
of  two  years.  An  organization  may  use 
its  own  definition  of  equipment: 
Provided,  That  such  definition  would  at 
least  include  all  tangible  personal  > 
property  as  defined  herein. 

"Personal  property”  means  property 
of  any  kind  except  real  propeiiy.  It  may 
be  tangible — ^ha^dng  physical  ex'stence, 
or  intangible — having  no  physical 
existence,  such  as  patents,  inventions, 
and  copyrights. 

"Real  property”  means  land,  including 
land  improvements,  structures  and 
appurtenances  thereto,  but  excluding 
movable  machinery  and  equipment. 

“Replacement  equipment”  means 
property  acquired  to  take  the  place  of 
other  equipment.  To  qualify  as 
replacement  equipment,  it  must  serve 
the  same  function  as  the  equipment 
replaced  and  must  be  of  the  same  nature 
or  character,  although  not  necessarily 
the  same  model,  grade,  or  quality. 

“Supplies”  means  all  tangible 
personal  property  other  than  equipment. 

8  74.133  TItie  to  real  property,  equipment, 
and  supplies. 

Subject  to  the  obligations  and 
conditions  set  forth  in  this  subpart,  title 
to  real  property,  equipment,  and 
supplies  acquired  under  a  grant  or 
subgrant  shall  vest,  upon  acquisition,  in 
the  grantee  or  subgrantee  respectively. 

Real  Property 

8  74.134  Real  property. 

Except  as  otherwise  provided  by 
federal  statutes,  real  property  to  which 
this  subpart  applies  shall  be  subject  to 
the  following  requirements,  in  addition 
to  any  other  requirements  imposed  by 
the  terms  of  the  grant: 

(a)  Use.  The  property  shall  be  used  for 
the  originally  authorized  purpose  as  long 
as  needed  for  that  purpose.  When  no 
longer  so  needed,  approval  of  the 
granting  agency  may  be  requested  to  use 
the  property  for  other  puiposes.  Use  for 
other  purposes  shall  be  limited  to: 

(1)  Projects  or  programs  supported  by 
other  Federal  grants  or  assistance 
agreements. 

(2)  Activities  not  supported  by  other 
Federal  grants  or  assistance  agreements 
but  having,  nevertheless,  purposes 
consistent  with  those  of  the  legislation 
under  which  the  original  grant  was 
made. 

(b)  Transfer  of  title.  Approval  may  be 
requested  from  the  granting  agency  to 
transfer  title  to  an  eligible  third  party  for 
continued  use  for  authorized  purposes  in 
accordance  with  paragraph  (a)  of  this 
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section.  If  approval  is  permissable  under 
Federal  statutes  and  is  given,  the  terms 
of  the  transfer  shall  provide  that  the 
transferee  shall  assume  all  the  rights 
and  obligations  of  the  transferor  set 
forth  in  this  subpart  or  in  other  terms  of 
the  grant  or  subgrant. 

(c)  Disposition.  When  the  real 
property  is  no  longer  to  be  used  as 
provided  in  paragraphs  (a)  and  (b)  of 
this  section,  the  disposition  instructions 
of  the  granting  agency  shall  be  followed. 
Those  instructions  will  provide  for  one 
of  the  following  alternatives: 

(1)  The  property  shall  be  sold  and  the 
Federal  Government  shall  be  paid  an 
amount  computed  by  multiplying  the 
Federal  share  of  the  property  (see 

§  74.142)  times  the  proceeds  from  sale 
(after  d^ucting  actual  and  reasonable 
selling  and  fix-up  expenses,  if  any,  from 
the  sales  proceeds).  Proper  sales 
procedures  shall  be  used  that  provide 
for  competition  to  the  extent  practicable 
and  result  in  the  highest  possible  return. 

(2)  The  recipient  shall  have  the  option 
either  of  selling  the  property  in 
accordance  with  paragraph  (c)(1)  of  this 
section  or  of  retaining  title.  If  title  is 
retained,  the  Federal  Government  shall 
be  paid  an  amount  computed  by 
multiplying  the  market  value  of  the 
property  by  the  Federal  share  of  the 
property. 

(3)  The  recipient  shall  transfer  the  title 
to  either  the  Federal  Government  or  an 
eligible  non-Federal  party  named  by  the 
granting  agency.  The  grantee  shall  be 
entitled  to  be  paid  an  amount  computed 
by  multiplying  the  market  value  of  the 
property  by  the  non-Federal  share  of  the 
property.  If  the  property  belonged  to  a 
subgrantee,  see  S  74.143  for  subgrantee’s 
share. 

Equipment  and  Supplies 

§  74. 13s  Exemptions  for  equipment  and 
suppliM  subject  to  certain  statutes. 

(a)  Some  Federal  statutes,  in  certain 
circumstances,  permit  title  to  equipment 
or  supplies  acquired  with  grant  funds  to 
vest  in  the  recipient  without  further 
obligation  to  the  Federal  Government  or 
on  such  terms  and  conditions  as  deemed 
appropriate.  An  example  of  such  a 
statute  is  the  Federal  Grant  and 
Cooperative  Agreement  Act  of  1977, 

Pub.  L  95-224,  which  provides  this 
authority  for  equipment  and  supplies 
purchased  with  the  fimds  of  grants  (and 
Federal  contracts  and  cooperative 
agreements)  for  the  conduct  of  basic  or 
applied  scientific  research  at  nonproflt 
institutions  of  higher  education  or  at 
nonproHt  organizations  whose  primary 
purpose  is  the  conduct  of  scientific 
research. 


(b)  If  equipment  is  subject  to  a  statute 
of  the  kind  described  in  paragraph  (a)  of 
this  section,  it  shall  be  exempt  from  the 
requirements  in  the  remaining  sections 
of  this  subpart  However,  an  item  of 
such  equipment  having  a  unit 
acquisition  cost  of  $1,000  or  more  shall 
be  subject  to  §  74.136,  concerning  rights 
to  require  transfer,  and,  while  subject  to 
such  a  right  to  the  rules  on  replacement 
in  S  74.136. 

(c)  If  supplies  are  subject  to  a  statute 
of  the  kind  described  in  paragraph  (a)  of 
this  section,  they  shall  be  exempt  h^m 
all  provisions  of  the  remainder  of  this 
subpart  which  would  otherwise  apply. 

S  74.136  Rights  to  require  transfer  of 
equipment 

(a)  HEW  right  For  items  of  equipment 
having  a  unit  acquisition  cost  of  $1,000 
or  more,  the  granting  agency  shall  have 
the  right  to  require  transfer  of  the 
equipment  (including  title)  to  the  Federal 
Government  or  to  an  eligible  non- 
Federal  party  named  by  the  granting 
agency.  This  right  will  normally  be 
exercised  by  HEW  granting  agencies 
only  if  the  project  or  program  for  which 
the  equipment  was  acquired  is 
transferred  from  one  grantee  to  another. 
The  right  shall  be  subject  to  the 
following  conditions; 

(1)  In  order  for  the  granting  agency  to 
exercise  the  right,  a  specific  notice  ^at 
it  is  exercising  the  right  or  considering 
doing  so  must  be  issued  no  later  than 
the  120th  day  after  the  end  of  HEW 
grant  support  for  the  project  or  program 
for  which  the  equipment  was  acquired. 
Furthermore: 

(1)  If  the  equipment  is  eligible  for  the 
exemptions  in  §  74.135  and  ceases  to  be 
needed  for  the  project  or  program  for 
which  it  was  acquired  while  the  project 
or  program  is  still  being  performed  by 
the  recipient  the  notice  must  have  been 
received  by  the  grantee  while  the 
equipment  was  still  needed  for  that 
project  or  program. 

(ii)  If  the  equipment  is  not  eligible  for 
those  exemptions,  the  notice  must  have 
been  received  by  the  grantee  before 
other  permissible  disposition  of  the 
equipment  took  place  in  accordance 
with  §  74.139. 

(2)  If  the  right  is  exercised,  the  grantee 
shall  be  entitled  to  be  paid  any 
reasonable,  resulting  shipping  or  storage 
costs  incurred,  plus  an  amount 
computed  by  multiplying  the  market 
value  of  the  equipment  by  the  non- 
Federal  share  of  the  equipment.  (See 

§S  74.142  and  74.143.) 

(b)  Right  of  parties  awarding 
subgrants.  When  a  grantee  awards  a 
subgrant,  it  may  reserve  for  itself  a  right 
similar  to  that  in  paragraph  (a)  of  this 


section  for  items  of  equipment  having  a 
unit  acquisition  cost  of  ^,000  or  more 
which  are  acquired  imder  that  subgrant. 
Without  the  approval  of  the  granting 
agency,  the' right  may  be  exercised  only 
if  the  project  or  program  for  which  the 
equipment  was  acquired  is  transferred 
to  another  subgrantee  and  only  for  the 
purpose  of  transferring  the  equipment  to 
the  new  subgrantee  for  continued  use  in 
the  project  or  program. 

(c)  Equipment  lists.  If  at  any  time  an 
awarding  party  is  considering  exercising 
its  right  to  require  transfer  of  equipment, 
it  may  require  the  recipient  to  furnish  it 
a  listing  of  all  items  of  equipment  that 
are  subject  to  the  right.  'This  will  enable 
the  awarding  party  to  determine  which 
items,  if  any.  should  be  transferred. 

i  74.137  Use  of  oquipment 

(a)  Basic  rule.  Equipment  which  has 
not  been  transferred  under  $  74.136  shall 
be  used  by  the  recipient  in  the  project  or 
program  for  which  it  was  acquired  as 
long  as  needed,  whether  or  not  the 
project  or  program  continues  to  be 
supported  by  Federal  funds.  When  no 
longer  needed  for  the  original  project  or 
program,  the  recipient  shall  use  the 
equipment,  if  needed,  in  other  projects 
or  programs  currently  or  previously 
sponsored  by  the  Federal  Government, 
in  the  following  order  of  priority: 

(1)  Projects  or  programs  currently  or 
previously  sponsored  by  the  same 
granting  agency. 

(2)  Projects  or  programs  currently  or 
previously  sponsored  by  other  Federal 
agencies. 

(b)  Shared  use.  If  equipment  is  being 
used  less  than  full  time  in  the  project  or 
program  for  which  it  was  originally 
acquired,  the  recipient  shall  make  it 
available  for  use  in  other  projects  or 
programs  currently  or  previously 
sponsored  by  the  Federal  Government: 
Provided,  Such  other  use  will  not 
interfere  with  the  work  on  the  original 
project  or  program.  First  preference  for 
such  other  use  shall  be  given  to  other 
projects  or  programs  sponsored  by  the 
same  granting  agency. 

(c)  Use  by  other  recipients.  When  the 
recipient  can  no  longer  use  the 
equipment  as  required  by  paragraph  (a) 
of  this  section,  it  may  voluntarily  make 
the  equipment  available  for  use  on 
projects  or  programs  currently  or 
previously  sponsored  by  the  Federal 
Government  which  the  recipient  is 
supporting  through  subgrants  or  through 
non-Federal  grants.  If  the  recipient  is  a 
subgrantee,  it  may  also  voluntarily  make 
the  equipment  available  for  use  on 
projects  or  programs  currently  or 
previously  sponsored  by  the  Federal 
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Government  which  are  being  conducted 
or  supported  by  the  grantee. 

(d)  Other  uses.  Unless  the  granting 
agency  provides  otherwise,  while 
equipment  is  being  used  as  described  in 
the  preceding  paragraphs  of  this  section, 
it  may  also  be  used  part  time  for  other 
purposes.  However,  use  as  described  in 
those  paragraphs  shall  be  given  priority 
over  other  uses. 

S  74.138  Reptacement  of  equipment 

(a)  Equipment  may  be  exchanged  for 
replacement  equipment  if  needed.  The 
replacement  may  take  place  either 
through  trade-in  or  through  sale  and 
application  of  the  proceeds  to  the 
acquisition  cost  of  the  replacement 
equipment  In  either  case,  the 
transaction  must  be  one  which  a 
prudent  person  would  make  in  like 
circumstances. 

(b)  If  an  additional  outlay  to  acquire 
the  replacement  equipment  is  charged  as 
a  direct  cost  to  either  Federal  funds  or 
required  cost-sharing  or  matching  under 
a  Federal  award,  the  replacement 
equipment  shall  be  subject  to  whatever 
proper'y  requirements  or  exemptions 
are  applicable  to  that  award.  If  the 
award  is  a  grant  from  HEW,  the  full 
acquisition  cost  of  the  replacement 
equiiMnent  shall  determine  which 
provisions  of  this  subpart  apply. 

(c)  For  any  replacement  not  covered 
by  paragraph  (b)  of  this  section,  the 
provisions  of  this  subpart  applicable  to 
the  equipment  replaced  shall  carry  over 
to  the  replacement  equipment.  However, 
none  of  the  provisions  of  this  subpart 
shall  carry  over  if  (1)  the  Federal  share 
of  the  equipment  replaced  was  10 
percent  or  less  or  (2)  the  product  of  that 
share  times  the  amount  received  for 
trade-in  or  sale  is  $100  or  less. 

S  74.139  Disposition  of  equipment 

When  original  or  replacement 
equipment  is  no  longer  to  be  used  in 
projects  or  programs  currently  or 
previously  sponsored  by  the  Federal 
Government,  disposition  of  the 
equipment  shall  be  made  as  follows: 

(a)  Equipment  with  a  unit  acquisition 
cost  of  less  than  $1,000  and  equipment 
with  no  further  use  value.  The 
equipment  may  be  retained,  sold,  or 
otherwise  disposed  of,  with  no  fiirther 
obligation  to  the  Federal  Government. 

(b)  All  other  equipment.  (1)  The 
equipment  may  be  retained  or  sold,  and 
the  Federal  Government  shall  have  a 
right  to  an  amount  calculated  by 
multiplying  the  ciurent  market  value  or 
the  proceeds  from  sale  by  the  Federal 
share  of  the  equipment  (see  §  74.142).  If 
part  of  the  Federal  share  in  the 
equipment  came  from  an  award  under 


which  the  exemptions  in  $  74.135  were 
applicable,  the  amount  due  shall  be 
reduced  pro  rata.  In  any  case,  if  the 
equipment  is  sold,  $100  or  10  percent  of 
the  total  sales  proceeds,  whichever  is 
greater,  may  be  deducted  and  retained 
from  the  amount  otherwise  due  for 
selling  and  handling  expenses. 

(2)  If  the  grantee's  project  or  program 
for  which  or  under  which  the  equipment 
was  acquired  is  still  receiving  grant 
support  frnm  the  same  Federal  program 
and  if  the  granting  agency  approves,  the 
net  amount  due  may  be  used  for 
allowable  costs  of  that  project  or 
program.  Otherwise,  the  net  amount 
must  be  remitted  to  the  granting  agency 
by  check. 

8  74.140  Equipment  management 
requirements. 

Procedures  for  managing  equipment 
(including  replacement  equipment)  until 
transfer,  replacement,  or  disposition 
takes  place  shall,  as  a  minimum,  meet 
the  following  requirements: 

(a)  Property  records  shall  be 
maintained  accurately.  (Retention  and 
access  requirements  for  these  records 
are  explained  in  subpart  0  of  this  part.) 
For  each  item  of  equipment,  the  records 
shall  include: 

(1)  A  descr4)tion  of  the  equipment, 
induding  maimfacturer's  model  number, 
if  any. 

(2)  An  identification  number,  such  as 
the  manufacturer’s  serial  number. 

(3)  Identification  of  the  grant  under 
which  the  recipient  acquired  the 
equipment. 

(4)  The  information  needed  to 
calculate  the  Federal  share  of  the 
equipment.  (See  S  74.142.) 

(5)  Acquisition  date  and  unit 
acquisition  cost. 

(6)  Location,  use.  and  condition  of  the 
equipment  and  the  date  the  information 
was  reported. 

(7)  All  pertinent  information  on  the 
ultimate  transfer,  replacement,  or 
disposition  of  the  equipment. 

(b)  A  physical  inventory  of  equipment 
shall  be  taken  and  the  results  reconciled 
with  the  property  records  at  least  once 
every  2  years  to  verify  the  existence, 
current  utilization,  and  continued  need 
for  the  equipment  A  statistical  sampling 
basis  is  acceptable.  Any  differences 
between  quantities  determined  by  the 
physical  inspection  and  those  shown  in 
the  accounting  records  shall  be 
investigated  to  determine  the  causes  of 
the  differences. 

(c)  A  control  system  shall  be  in  effect 
to  insure  adequate  safeguards  to  prevent 
loss,  damage,  or  theft  of  the  equipment. 
Any  loss,  damage,  or  theft  of  equipment 


shall  be  investigated  and  fully 
dociunented. 

(d)  Adequate  maintenance  procedures 
shall  be  implemented  to  keep  the 
equipment  in  good  condition. 

(e)  Where  equipment  is  to  be  sold  and 
the  Federal  Government  is  to  have  a 
right  to  part  or  all  of  the  proceeds, 
selling  procedures  shall  be  established 
which  will  provide  for  competition  to 
the  extent  practicable  and  result  in  the 
highest  possible  return. 

874.141  SuppHM. 

(a)  If  supplies  exceeding  $1,000  in  total 
aggregate  market  value  are  left  over 
upon  termination  or  expiration  of  the 
grant  or  subgrant  for  which  they  were 
acquired  and  the  supplies  are  not 
needed  for  any  project  or  program 
currently  or  previously  sponsored  by  the 
Federal  Government,  the  grant  shall  be 
credited  by  an  amount  computed  by 
multiplying  the  Federal  share  of  the 
supplies  times  the  current  market  value 
or,  if  the  supplies  are  sold,  the  proceeds 
from  sale.  If  the  supplies  are  sold,  10 
percent  of  the  proceeds  may  be 
deducted  and  retained  frnm  the  credit, 
for  selling  and  handling  expenses. 

(b)  For  possible  exemptions  from  this 
section,  see  8  74.135. 

Federal  Share  of  Real  Property, 
Equipment,  and  Suppbes 

8  74.142  Federal  ehare  of  property. 

Several  sections  of  this  subpart 
require  a  determination  of  the  Federal 
(or  non-Federal)  share  of  real  property, 
equipment,  or  supplies.  In  mal^g  such  a 
determination,  the  following  principles 
shall  be  observed: 

(a)  General.  (1)  Except  as  explained  in 
the  succeeding  paragraphs  of  this 
section,  the  Federal  share  of  the 
property  shall  be  the  same  percentage 
as  the  Federal  share  of  the  acquiring 
party's  total  costs  under  the  grant  during 
the  grant  or  subgrant  year  (or  other 
funding  period)  to  which  the  acquisition 
cost  of  the  property  was  chai^ged.  For 
this  purpose,  “costs  under  the  grant’’ 
means  allowable  costs  which  are  either 
borne  by  the  grant  or  counted  towards 
satisfying  a  cost-sharing  or  matching 
requirement  of  the  grant  Only  costs  are 
to  be  counted — not  the  value  of  third- 
party  in-kind  contributions.  Moreover,  if 
the  property  was  acquired  by  a  grantee 
that  awarded  subgrants,  costs  incurred 
by  its  subgrantees  shall  be  included  only 
to  the  extent  borne  by  the  subgrants. 

(For  example,  if  a  subgrantee  incurred 
$200,000  of  project  costs,  of  which 
$150,000  was  borne  by  the  subgrant, 
only  the  $150,000  shaU  be  included  in  the 
grantee’s  costs.) 
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(2)  If  the  property  is  acquired  by  a 
subgrantee,  the  Federal  share  of  die 
subgrantee’s  costs  under  the  grant  and 
hence  of  the  property  shall  be  caloilated 
by  multiplying  the  Federal  share  of  the 
grantee's  costs  by  the  latter’s  share  of 
the  subgrantee’s  costs.  For  example,  if 
the  Federal  share  of  a  grantee’s  costs  is 
SO  percent  and  the  subgrant  bears  only 
50  percent  of  a  subgrantee’s  costs,  then 
the  Federal  share  of  that  subgrantee’s 
costs  (and  of  the  property  acquired  by 
that  subgrantee)  is  25  percent. 

(b)  Property  acquired  only  partly 
under  a  grant.  (1)  Sometimes  only  a  part , 
of  the  acquisition  cost  of  an  item  of 
property  is  borne  as  a  direct  cost  by  the 
grant  or  counted  as  a  direct  cost 
towards  a  cost-sharing  or  matching 
requirement.  The  remainder  might,  for 
example,  represent  voluntary  cost 
sharing  or  matching,  or  it  mi^t  be 
charged  to  a  different  activity. 
Occasionally,  the  amount  paid  for  the 
property  is  only  a  part  of  its  value,  and 
the  remainder  is  donated  as  an  in-kind 
contribution  by  the  party  that  provided 
the  property. 

(2)  To  calculate  the  Federal  share  of 
such  property,  Hrst  determine  the 
Federal  share  of  the  acquiring  party’s 
total  costs  under  the  grant,  as  explained 
in  the  paragraph  (a)  of  this  section.  'Then 
multiply  that  share  by  the  percentage  of 
the  property’s  acquisition  cost  (or  its 
market  value,  if  the  item  was  partly 
donated)  which  was  borne  as  a  direct 
cost  by  the  grant  or  counted  as  a  direct 
cost  towards  a  cost-sharing  or  matching 
requirement. 

(c)  Replacement  equipment.  The 
Federal  share  of  replacement  equipment 
shall  be  calculated  as  follows: 

(1)  Step  1.  Determine  the  Federal 
share  (percentage)  of  the  equipment 
replaced. 

(2)  Step  2.  Determine  the  percentage 
of  the  replacement  equipment’s  cost  that 
was  covered  by  the  amount  received  for 
trade-in  or  the  sales  proceeds  from  the 
equipment  replaced. 

(3)  Step  3.  Multiply  the  step  1 
percentage  by  the  step  2  percentage. 

(4)  Step  4.  If  an  additional  outlay  for 
the  replacement  equipment  was  charged 
as  a  direct  cost  either  to  HEW  grant 
funds  or  to  required  cost-sharing  or 
matching  funds,  calculate  the  Federal 
share  attributable  to  that  additional 
outlay  as  explained  in  paragraph  (b)(2) 
of  this  section.  Add  that  additional 
percentage  to  the  step  3  percentage. 

(d)  Institutional  cost-sharing 
agreements.  If  a  grant  is  subject  to  an 
institutional  cost-sharing  agreement  (see 
S  74.130(e)).  the  Federal  share  of 
property  acquired  under  the  grant  shall 
be  calculated  as  though  there  were  no 


cost-sharing  requirement  applicable  to 
the  grant  (that  is,  as  if  all  the  grantee’s  . 
cost  sharing  were  voluntary). 

9  74.143  Subgrantee’s  share  of  maricat 
value  Of  salae  proceeds. 

Where  this  subpart  requires  a  sharing 
of  the  market  value  or  sales  proceeds  of 
property  acquired  under  a  subgrant  the 
non-Federal  share  shall  be 
proportionally  divided  between  the 
grantee  and  the  subgrantee.  The 
subgrantee  shall  be  entitled  to  the 
amount  it  would  have  received  or 
retained  if  the  award  to  it  had  been 
made  directly  by  the  Federal 
Government.  The  remainder  of  the  non- 
Federal  share  shall  belong  to  the 
grantee. 

Intangible  Personal  Property 

9  74.144  Inventions  and  patents. 

HEW’s  regulations  on  inventions'  and 
patents  arising  out  of  activities  assisted 
by  a  grant  are  set  forth  in  parts  6  and  8 
of  this  title. 

9  74.145  Copyrights. 

(a)  Works  under  grants.  Unless 
otherwise  provided  by  the  terms  of  the 
grant,  when  copyrightable  material  is 
developed  in  the  course  of  or  under  a 
grant,  the  grantee  is  free  to  copyright  the 
material  or  permit  others  to  do  so. 

(b)  Works  under  subgrants.  Unless 
otherwise  provided  by  the  terms  of  the 
grant  or  subgrant,  when  copyrightable 
material  is  developed  in  the  course  of  or 
under  a  subgrant  the  subgrantee  is  free 
to  copyright  the  material  or  permit 
others  to  do  so. 

(c)  HEW  rights.  If  any  copyrightable 
material  is  developed  in  the  course  of  or 
under  a  HEW  grant  or  subgrant  HEW 
shall  have  a  royalty-free,  nonexclusive, 
and  irrevocable  ri^t  to  reproduce, 
publish,  or  otherwise  use,  and  to 
authorize  others  to  use,  the  work  for 
Federal  Government  purposes.  A 
grantee  awarding  a  subgrant  may 
reserve  a  similar  right  for  itself  with 
respect  to  copyrightable  material 
developed  under  that  subgrant 

(d)  Exemption  of  student-developed 
works.  HEW  awa^s  training  grants  and 
other  kinds  of  grants  under  which 
individuals  are  provided  stipends  or 
other  financial  assistance  for  the 
primary  purpose  of  aiding  them  to 
further  their  education  or  training. 

Except  as  provided  by  the  terms  of  the 
grant,  copyrightable  material  developed 
by  an  individual  or  group  of  individuals 
in  the  course  of  education  or  training 
pursued  with  such  assistance  shall  not 
be  subject  to  the  HEW  right  described  in 
paragraph  (c)  of  this  section,  unless  the 
development  of  the  material  also 


receives  other  forms  of  support  under 
the  same  or  another  HEW  grant  (such  as 
a  research  grant}! 

Subpart  P— Procurament  Standards 
9  74.160  Scope  of  subpart;  torminology. 

(a)  This  subpart  contains  standards 
for  use  by  recipients  in  establishing 
procedures  for  the  procurement  of 
supplies,  equipment,  construction,  and 
other  services  whose  cost  is  borne  in 
whole  or  in  part  as  a  direct  cost  by 
Federal  grant  funds. 

(b)  No  additional  procurement 
standards  or  requirements  shall  be 
imposed  by  awarding  parties  upon 
recipients  unless  specifically  required 
by  Federal  statutes  or  Executive  Orders. 

(c)  As  used  in  this  subpart: 

(1)  “Formal  advertising"  refers  to  that 
procurement  method  which  involves 
adequate  purchase  description,  sealed 
bids,  and  public  opening  of  bids. 

(2)  “Negotiation"  refers  to  any  method 
of  procurement  other  than  formal 
advertising. 

9  74.161  Qenvral. 

(a)  Recipients  may  use  their  own 
procurement  policies:  Provided,  That 
procurements  subject  to  this  subpart  are 
made  in  accordance  with  the  standards 
in  this  subpart. 

(b)  The  standards  in  this  subpart  do 
not  relieve  the  recipient  of  the 
contractual  responsibilities  arising 
under  its  contracts.  The  recipient  is  the 
responsible  authority,  without  recourse 
to  HEW.  regarding  issues  arising  out  of 
its  procurements.  This  includes  but  is 
not  limited  to:  Disputes,  claims,  protests 
of  award,  source  evaluation,  or  other 
matters  of  a  contractual  nature.  Matters 
concerning  violation  of  law  are  to  bcl 
referred  to  such  local.  State,  or  Federal 
authority  a*s  may  have  proper 
jurisdiction. 

9  74.162  Code  of  conduct 

(a)  The  recipient  shall  maintain  a  code 
or  standards  of  conduct  that  shall 
govern  the  performance  of  its  officers, 
employees  or  agents  engaged  in  the 
awarding  and  administration  of 
contracts  that  are  subject  to  this 
subpart.  The  code  or  standards  shall 
provide  for  disciplinary  actions  to  be 
applied  for  violations  of  the  code  or 
standards  by  the  recipient's  officers, 
employees,  or  agents.  For  governmental 
recipients,  such  disciplinary  actions  are 
required  only  to  the  extent  otherwise 
permissible  imder  the  Government’s 
laws,  rules,  or  regulations.  To  the  extent 
permissible  under  its  laws,  rules,  or 
regulations,  the  governmental  recipient 
shall  also  provide  for  actions  to  be  taken 
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against  contractors  or  their  agents  who 
wrongfully  take  part  in  a  violation  of  the 
code  or  standards  of  conduct 

(b)  The  recipient’s  officers,  employees 
or  agents  shall  neither  solicit  nor  accept 
gratuities,  favors,  or  anything  of 
monetary  value  from  contractors  or 
potential  contractors.  This  is  not 
intended  to  preclude  bona-fide 
institutional  fund>Taising  activities. 

(c)  No  employee,  officer,  or  agent  of  a 
nongovernmental  recipient  shall 
participate  in  the  selection,  award,  or 
administration  of  a  contract  subject  to 
this  subpart  where,  to  his  or  her 
knowle^e,  any  of  the  following  has  a 
financial  interest  in  that  contract 

(i)  The  employee,  officer,  or  agent 

(ii)  Any  member  of  his  or  her 
immediate  family; 

(iii)  His  or  her  partner. 

(iv)  An  organization  in  which  any  of 
the  above  is  an  officer,  director,  or 
employee: 

(v)  A  person  or  organization  with 
whom  any  of  the  above  individuals  is 
negotiating  or  has  any  arrangement 
concerning  prospective  employment 

S  74.163  Free  competition. 

(a)  All  procurement  transactions  shall 
be  conducted  in  a  manner  to  provide,  to 
the  maximum  extent  practicable,  open 
and  free  competition. 

(b)  The  recipient  should  be  alert  to 
organizational  conflicts  of  interest  or 
noncompetitive  practices  among 
contractors  that  may  restrict  or 
eliminate  competition  or  otherwise 
restrain  trade.  In  particular,  a  contractor 
that  develops  or  drafts  specifications, 
requirements,  a  statement  of  work,  an 
invitation  for  bids  or  a  request  for 
proposals  for  a  particular  procurement 
by  a  nongovernmental  recipient  should 
be  excluded  from  competii^  for  that 
procurement  except  when,  upon  request 
of  the  recipient  the  granting  agency 
waives  this  requirement  for  a  particular 
procurement 

(c)  Solicitations  shall  clearly  set  forth 
all  requirements  that  the  bidder/ offerer 
must  fulfill  in  order  for  his  bid/ofier  to 
be  evaluated.  Awards  shall  be  made  to 
the  responsible  bidder/ offeror  whose 
bid/ofier  is  responsive  to  the  solicitation 
and  is  most  advantageous  to  the 
recipient  price  and  other  factors 
considered  Factors  such  as  discounts. 

-  transportation  costs,  and  taxes  may  be 
considered  in  determining  the  lowest 
bid  Any  and  all  bids/ofiers  may  be 
rejected  when  it  is  in  the  recipient's 
interest  to  do  so.  and  in  the  case  of 
governmental  recipients,  such  rejections 
are  in  accordance  with  the  government’s 
applicable  law.  rules,  or  relations. 


1 74.164  Procedural  requirements. 

The  recipient  shall  establish 
pnxnirement  procedures  which  provide 
for,  as  a  minimum,  the  following: 

(a)  Proposed  procurement  actions 
shall  follow  a  procedure  to  assure  that 
unnecessary  or  duplicative  items  are  not 
purchased.  Where  appropriate,  an 
analysis  shall  be  made  of  lease  and 
purchase  alternatives  to  determine 
whidi  would  be  the  most  economical, 
practical  procurement. 

(b)  Solicitations  for  goods  and 
services  shall  be  based  upon  a  clear  and 
accurate  description  of  the  technical 
requirements  for  the  material,  product 
or  service  to  be  procured.  Such 
description  shall  not  in  competitive 
procurements,  contain  featiu'es  which 
unduly  restrict  competition.  "Brand 
name  or  equal”  description  may  be  used 
as  a  means  to  define  the  performance  or 
other  salient  requirements  of  a 
procurement  and  when  so  used  the 
specific  features  of  the  named  brand 
which  must  be  met  by  bidders/ofierors 
should  be  clearly  specified. 

(c)  Where  applicable,  section  7(b)  of 
the  todian  Self-Determination  and 
Education  Assistance  Act  (25  U.S.C 
450e(b))  shall  be  observed. 

(d)  I^sitive  efforts  shall  be  made  by 
procuring  parties  to  utilize  small 
business  and  minority-owned  business 
sources  of  supplies  and  services.  Such 
efforts  should  allow  these  sources  the 
maximum  feasible  opportunity  to 
compete  for  contracts  subject  to  this 
subpart  * 

(e)  The  type  of  procuring  instruments 
used — e.g.,  ^ed-price  contracts,  cost 
reimbursable  contracts,  purchase  orders, 
incentive  contracts — shall  be 
determined  by  the  recipient  but  must  be 
appropriate  for  the  particular 
procurement  and  for  promoting  the  best 
interest  of  the  grant  project  or  program 
involved.  The  ”cost-plus-a-percentage- 
of-cost"  method  of  contracting  shall  not 
be  used. 

(f)  Contracts  shall  be  made  only  with 
responsible  contractors  who  possess  the 
potential  ability  to  perform  successfully 
under  the  terms  and  conditions  of  a 
proposed  procurement  Consideration 
shall  be  given  to  such  matters  as 
contractor  integrity,  record  of  past 


'  Advice  mod  awittener  resardios  the  use  at  small 
or  minority  businesses  may  obtained  from  the 
following  Federal  organisations: 

1.  The  Small  Business  Administration  and  its  Reid 
offices. 

Z  The  Office  of  Mnority  Business  Enterprise. 
Department  of  Commerce. 

Z  The  Office  Fedlities  Engineering.  HEW  and 
its  regional  offices  (for  assistance  in  identifying 
minority-owned  firm  interested  in  performing 
constructicm.  altsrabon.  or  renovation  work). 

4.  The  Office  for  Chril  Rights.  HEW. 

•  5.  The  Office  of  Grants  and  Procurement  HEW. 


performance,  financial  and  technical 
resources  or  accessibility  to  other 
necessary  resources.  - 

(g)  The  terms  of  the  grant  may  require 
that  the  following  be  submitted  for  prior 
approval  of  the  granting  agency  if  the 
aggregate  expenditure  is  expected  to 
exceed  $5,000:  (1)  Any  proposed  sole 
source  contract  and  (2)  any  contract 
which  a  nongovernmental  recipient 
proposes  to  award  after  seeking 
competition  but  receiving  only  one  bid 
or  proposal 

(h)  Nongovernmental  recipients 
shoiild  m^e  some  form  of  price  or  cost 
analysis  in  connection  with  every 
negotiated  procurement  action.  Mce 
analysis  may  be  accomplished  in 
various  ways,  including  the  comparison 
of  price  quotations  submitted,  market 
prices  and  similar  indicia,  together  with 
discounts.  Cost  analysis  is  the  review 
and  evaluation  of  each  element  of  cost 
proposed  by  the  offeror  to  determine 
reasonableness,  allocability  and 
allowability. 

(i)  Procurement  records  and  files  for 
purchases  in  excess  of  $10,000  shall 
include  the  following: 

(1)  Basis  for  contractor  selection; 

(2)  Justification  for  lack  of  competition 
when  competitive  bids  or  offers  are  not 
obtained: 

(3)  Basis  for  award  cost  or  price. 

(j)  A  system  fm*  contract 
administration  shall  be  maintained  to 
ensure  contractor  conformance  with 
terms,  conditions  and  specifications  of 
the  contract,  and  to  ensure  adequate 
and  timely  followup  of  all  purchases. 

i  74.165  Requirement  for  governments  to 
use  formal  advertising. 

(a)  Except  as  provided  in  paragraph 
(b)  of  this  section,  in  making ' 
prociuaments  that  are  subject  to  this 
subpart,  governmental  recipients  shall 
use  formal  advertising. 

(b)  Procurements  may  be  negotiated  if 
it  is  not  practicable  or  feasible  to  use 
formal  advertising.  Generally,  such 
procurements  may  be  negotiated  if  one 
or  more  of  the  following  conditions 
prevail: 

(1)  'The  public  exigency  will  not  permit 
the  delay  incident  to  advertising. 

(2)  The  material  or  service  to  be 
procured  is  available  from  only  one 
person  or  firm. 

(3)  The  aggregate  amount  involved 
does  not  exceed  $10,000. 

(4)  The  contract  is  for  personal  or 
professional  services,  or  for  any  service 
to  be  rendered  by  a  university,  college, 
or  other  educational  institution. 

(5)  The  material  or  services  are  to  be 
procured  and  used  outside  the  limits  of 
the  United  States  and  its  possessions. 
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(6)  No  acceptable  bids  have  been 
received  after  formal  advertising. 

(7)  The  purchases  are  for  highly 
perishable  materials  or  medical 
supplies,  for  material  or  services  where 
the  prices  are  established  by  law,  for 
technical  items  or  equipment  requiring 
standardization  and  interchangeability 
of  parts  with  existing  equipment,  for 
experimental,  developmental  or 
research  work,  for  supplies  purchased 
for  authorized  resale,  or  for  technical  or 
specialized  supplies  requiring 
substantial  intitial  investment  for 
manufacture. 

(8)  Formal  advertising  is  otherwise  not 
practicable  or  feasible,  and  negotiation 
is  authorized  by  applicable  law,  rules,  or 
regulations. 

(c)  Notwithstanding  the  existence  of 
circumstances  justifying  negotiation, 
competition  shall  be  obtained  to  the 
maximum  extent  practicable. 

(d)  For  every  negotiated  procurement 
in  excess  of  $10,000  by  a  governmental 
recipient,  written  justification  for  .the  use 
of  negotiation  in  lieu  of  formal 
advertising  shall  be  included  in  the 
government’s  procurement  records  and 
files,  in  addition  to  the  information 
required  by  §  74.164(i).  The  justification 
may  be  on  a  class  basis,  i.e.,  covering  a 
group  of  related  or  similar  contracts,  or 
it  may  be  on  an  individual  contract 
basis. 

§  74.166  Contract  provislona. 

(a)  Scope.  This  section  contains 
requirements  relating  to  provisions  that 
must  be  included  in  contracts  that  are 
subject  to  this  part.  The  requirements 
shall  also  apply  to  subcontracts  of  any 
tier  under  such  contracts,  and  the  term 
"contracts"  in  this  section  shall  be 
construed  as  including  subcontracts. 

(b)  General.  All  contracts  shall 
contain  sufficient  provisions  to  define  a 
sound  and  complete  agreement. 

(c)  Administrative  remedies  for 
violations.  Contracts  in  excess  of 
$10,000  shall  contain  contractual 
provisions  or  conditions  that  will  allow 
for  administrative,  contractual  or  legal 
remedies  in  instances  in  which 
contractors  violate  or  breach  contract 
terms,  and  provide  for  such  remedial 
actions  as  appropriate. 

(d)  Termination  provisions.  Contracts 
in  excess  of  $10,000  shall  contain 
suitable  provisions  for  termination  by 
the  party  awarding  the  contract, 
including  the  manner  by  which 
termination  will  be  effected  and  the 
basis  for  settlement.  These  contracts 
shall  describe  conditions  under  which 
the  contract  may  be  terminated  for 
default  as  well  as  conditions  where  the 
contract  may  be  terminated  because  of 


circumstances  beyond  the  control  of  the 
contractor. 

(e)  E.0. 11246.  Where  applicable, 
construction  contracts  in  excess  of 
$10,000  shall  contain  a  provision 
requiring  compliance  with  Executive 
Order  11246,  entitled  “Equal' 
Employment  Opportunity."  as  amended 
by  Executive  Order  11375,  and  as 
supplemented  in  Deparbnent  of  Labor 
regulations  (41  CFR  Part  60). 

(f)  Copeland  Act.  Contracts  in  excess 
of  $2,000  for  construction  or  repair  shall 
include  a  provision  for  compliance  with 
the  Copeland  “Anti-Kick-Back  Act"  (18 
U.S.C.  874)  as  supplemented  in 
Department  of  Labor  regulation  (29  CFR 
Part  3).  All  suspected  or  reported 
violations  shall  be  reported  to  the 
granting  agency  by  the  grantee. 

(g)  Davis-Bacon  Act.  When  required 
by  the  Federal  legislation  governing  the 
grant  program,  all  construction  contracts 
in  excess  of  $2,000  shall  include  a 
provision  for  compliance  with  the  Davis- 
Bacon  Act  (40  U.S.C.  276a  to  a-7)  as 
supplemented  by  Department  of  Labor 
regulations  (29  CFR  Part  5).  All 
suspected  or  reported  violations  shall  be 
reported  to  the  granting  agency  by  the 
grantee. 

(h)  Contract  Work  Hours  and  Safety 
Standards  Act.  All  contracts  subject  to 
the  Contract  Work  Hours  and  Safety 
Standards  Act  (40  U.S.C.  327  et  seq.) 
shall  include  a  provision  requiring  the 
contractor  to  comply  with  the  applicable 
sections  of  the  act  and  the  Department  . 
of  Labor's  supplementing  regulations  (29 
CFR  Parts  5  and  1926). 

(i)  Inventions  and  patents.  Contracts 
which  may  give  rise  to  inventions 
subject  to  parts  6  and  8  of  this  title  shall 
include  a  provision  requiring  compliance 
with  those  parts. 

(j)  Access  to  Records.  Contracts  that 
are  subject  to  Subpart  D  of  this  part 
shall  include  a  provision  reflecting 

§  74.24(c)  on  rights  of  access  to  the 
contractor's  records. 

(k)  Clean  Air  and  Water  Acts. 
Contracts  in  excess  of  $100,000  shall 
contain  provisions  requiring  compliance 
with  all  applicable  standards,  orders,  or 
regulations  issued  pursuant  to  the  Clean 
Air  Act  as  amended  (42  U.S.C.  1857  et 
seq.)  and  the  Federal  Water  Pollution 
Control  Act  as  amended  (33  U.S.C.  1251 
et  seq.).  Violations  shall  be  reported  in 
writing  to  the  appropriate  regional  ofTice 
of  the  Environmental  Protection  Agency, 
and  a  copy  of  the  report  shall  be 
submitted  to  the  granting  agency.  (See 
40  CFR  Part  15  for  relevant  regulations 
of  the  Environmental  Protection 
Agency.) 


Subpart  CMCost  Principlas 

§  74.170  Scope  of  eubpart 

This  subpart  identifies  the  principles 
to  be  used  in  determining  costs 
applicable  to  grants,  subgrants,  and 
cost-type  contracts  under  grants  and 
subgrants. 

§  74.171  Governments. 

The  principles  to  be  used  in 
determining  the  allowable  costs  of 
activities  conducted  or  administered  by 
governments  are  in  appendix  C  to  this 
part. 

§  74.172  Institutions  of  higher  education. 

(a)  Research  and  development.  The 
principles  for  determining  the  allowable 
costs  of  research  and  development  work 
performed  by  institutions  of  higher 
education  (other  than  for-profit 
institutions)  are  in  part  I  of  appendix  D 
to  this  part. 

(b)  Training  and  other  educational 
services.  The  principles  for  determining 
the  allowable  costs  of  training  and  other 
educational  services  provided  by 
institutions  of  higher  education  (other 
than  for-profit  institutions)  are  in  part  II 
of  appendix  D  to  this  part. 

(c)  Other  activities.  Appendix  D  to 
this  part  shall  be  used  as  a  guide  for 
determining  the  allowable  costs  of  other 
activities  conducted  by  institutions  of 
higher  education  (other  than  for-profit 
institutions). 

$74,173  Hospitals. 

(a)  Research  and  development.  The 
principles  for  determining  the  allowable 
costs  of  research  and  development  work 
performed  by  hospitals  are  in  Appendix 
E  to  this  part. 

(b)  Other  activities.  Appendix  E  to 
this  part  shall  be  used  as  a  guide  for 
determining  the  allowable  costs  of  other 
activities  conducted  by  hospitals. 

$  74.174  Otbsr  nonprofit  organizations. 

(a)  Nonconstruction  awards.  Under 
nonconstruction  awards,  the  principles 
for  determining  the  allowable  costs  of 
activities  conducted  by  nonprofit 
organizations  other  than  institutions  of 
higher  education,  hospitals,  and 
governmental  organizations  are  in 
Appendix  F  to  this  part. 

(b)  Construction  awards.  Appendix  F 
to  this  part  shall  be  used  as  a  guide  for 
determining  the  allowable  costs  of  work 
under  construction  awards  to  nonprofit 
organizations  (other  than  institutions  of 
higher  education,  hospitals  and 
governmental  organizations). 
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174.175  Sebgrams  and  cost«type 
contracts. 

(a)  The  cost  principles  applicable  to  a 
sub^ntee  or  cost-type  contractor  under 
an  HEW  grant  will  not  necessarily  be 
the  same  as  those  applicable  to  the 
grantee.  For  example,  where  a  State 
government  awards  a  subgrant  or  cost- 
type  contract  to  an  institution  of  higher 
education.  Appendix  D  to  this  part 
would  apply  to  the  costs  incurred  by  the 
institution  of  higher  education,  even 
though  Appendix  C  would  apply  to  the 
costs  incurred  by  the  State. 

(b)  The  principles  to  be  used  in 
determining  the  allowable  costs  of  work 
performed  by  for-profit  organizations 
(other  than  hospitals)  under  cost-type 
contracts  awarded  to  them  under  FSW 
grants  are  in  41  CFR  Subpart  1-15.2. 

S  74.176  Costs  allowable  with  approval. 

Each  set  of  cost  principles  identifies 
certain  costs  that,  in  order  to  be 
allowable,  must  be  approved  by  the 
granting  agency.  Other  costs  do  not 
require  approval.  The  following 
procedures  govern  approval  of  these 
costs. 

(a)  When  costs  are  treated  as  indirect 
costs  (or  are  allocated  pursuant  to  a 
government-wide  cost  allocation  plan), 
acceptance  of  the  costs  as  part  of  the 
indirect  cost  rate  or  cost  allocation  plan 
shall  constitute  approval. 

(b) (1)  When  the  costs  are  treated  as 
direct  costs,  they  must  be  approved  in 
advance  by  the  awarding  party. 

(2)  If  the  costs  are  specified  in  the 
budget,  approval  of  the  budget  shall 
constitute  approval  of  the  costs. 

(3)  If  the  costs  are  not  specified  in  the 
bud^t,  or  there  is  no  approved  budget, 

'  the  recipient  shall  obtain  specific  prior 
approval  in  writing  from  the  awarding 
party.  For  this  purpose  the  prior 
approval  procedures  of  §  74.102  shall  be 
followed,  except  that  for  formula  or 
mandatory  grants,  the  granting  agency's 
written  approval  may  be  signed  by  any 
authorized  official  of  the  granting 
agency. 

(c)  The  awarding  party  may  waive  or 
con^tionally  waive  the  requirement  for 
its  approval  of  the  costs.  Such  a  waiver 
shall  apply  only  to  the  requirement  for 
approval  If.  upon  audit  or  otherwise,  it 
is  determined  that  the  costs  do  not  meet 
other  requirements  or  tests  for 
allowability  specified  by  the  applicable 
cost  principles,  such  as  reasonableness 
and  necessity,  the  costs  may  be 
disallowed. 

(d)  In  the  case  of  subgrants  and  cost- 
type  contracts,  no  approval  shall  be 
given  which  is  inconsistent  with  the 
purpose  or  the  terms  oS.  the  Federal 
grant. 


Appeodbi  A  (Reserved) 

Appendix  B  [Reserved] 

AppendSx  C — Mndpiee  for  Determining 

Costs  AppBcsMe  to  Grants  and  Contracts 

With  State  and  Local  Governments 

Part  I — General 

A.  Purpose  and  Scope 

1.  ObfecUvea.  This  appendix  sets  forth 
principles  for  determining  die  allowable  costs 
of  programs  administered  by  State  and  local 
governments  under  grants  hom  and  contracts 
with  the  Federal  Government.  The  principles 
are  for  the  purpose  of  cost  determination  and 
are  not  intended  to  identify  the 
circumstances  or  dictate  the  extent  of  Federal 
and  State  or  local  participation  in  the 
financing  of  a  particular  grant  They  are 
designed  to  provide  that  federally  assisted 
programs  bear  their  fair  share  of  costs 
recognized  under  diese  principles,  except 
where  restricted  or  prohibited  by  law.  No 
provision  for  profit  or  other  increment  above 
coat  is  intended. 

2.  Policy  guide*.  The  application  of  these 
principles  is  based  on  the  fundamental 
premises  that 

a.  State  and  local  governments  are 
responsible  for  the  efficient  and  effective 
administration  of  grant  and  contract 
programs  through  the  application  of  sound 
management  practices. 

b.  The  grantee  or  contractor  assumes  the 
responsibility  for  seeing  that  federally 
assisted  program  funds  have  been  expended 
and  accounted  for  consistent  with  underlying 
agreements  and  program  objectives. 

c.  Each  grantee  or  contractor  organization, 
in  recognition  of  its  own  unique  combination 
of  staff  facilities  and  experience,  will  have 
the  primary  responsibility  for  employing 
whatever  form  of  organization  and 
managenient  te<dmk)ues  may  be  necessary  to 
assure  proper  and  efficient  administration. 

3.  Application.  These  principles  will  be 
applied  in  determining  costs  incurred  by 
State  and  local  governments  under  Federal 
grants  and  cost  reimbursement  type  contracts 
(including  subgrants  and  subcontracts) 
except  those  with  (a)  publicly  financed 
educational  institutions  subject  to  Appendix 
D  to  this  part  and  (b)  publicly  owned 
hospitals  and  other  providers  of  medical  care 
subject  to  requirements  of  Appendix  E  to  this 
part. 

B.  Definitioos 

1.  Approval  or  authorization  of  the  grantor 
Federal  agency  means  documentation 
evidencing  consent  prior  to  incurring  specific 
cost. 

2.  Coat  alhcatkm  plan  means  the 
documentation  identifying,  accumulating,  and 
distributing  allowable  costs  under  grants  and 
contracts  together  with  the  allocation 
methods  used. 

3.  Coat,  as  used  herein,  means  cost  as 
determined  on  a  cash,  accrual  or  other  basis 
acceptable  to  the  Federal  grantor  agency  as  a 
discharge  of  the  grantee's  accountability  for 
Federal  funds. 

4.  Coat  ob/ective  means  a  pool,  center,  or 
area  estabUahed  far  the  accumulation  of  cost. 
Such  areas  include  organizational  units. 


functions,  objects  or  items  of  expense,  as 
well  as  ultimate  cost  objectives  including 
specific  grants,  projects,  contracts,  and  other 
activities. 

5.  Federal  agency  means  the  Department  of 
Health,  Education,  and  Welfare. 

6.  Grant  means  an  agreement  between  the 
Federal  Government  and  a  State  or  local 
government  whereby  the  Federal 
Government  provide  funds  or  aid  in  kind  to 
carry  out  specified  programs,  services,  or 
activities,  'hie  principles  and  policies  stated 
in  this  appendix  as  applicable  to  grants  in 
general  also  apply  to  any  federally  sponsored 
cost  reimbursement  type  of  agreement 
performed  by  a  State  or  local  government 
including  contracts,  subcontracts  and 
subgrants. 

7.  Grant  program  means  those  activities 
and  operations  of  the  grantee  which  are 
necessary  to  cany  out  the  purposes  of  the 
grant  including  any  portion  of  the  program 
financed  by  the  grantee. 

8.  Grantee  means  the  department  or  agency 
of  State  or  local  government  which  is 
responsible  for  administration  of  the  grant. 

9.  Local  unit  means  any  political 
subdivision  of  government  below  the  State 
level. 

10.  Other  State  or  heal  agenqiea  means 
departments  or  agencies  of  the  State  or  local 
unit  which  proviefo  goods,  fadhties.  and 
services  to  a  grantee. 

11.  Servicea,  as  used  herein,  means  goods 
and  facilities,  as  well  as  services. 

12.  Supporting  services  means  auxiliary 
functions  necessary  to  sustain  the  direct 
effort  involved  in  administering  a  grant 
program  or  an  activity  providing  service  to 
the  grant  program.  These  services  may  be 
centralized  in  the  grantee  department  or  in 
some  other  agency,  and  include  procurement, 
payroll,  personnel  functions,  maintenance 
and  operation  of  space,  data  processing, 
accounting  budgeting,  auditing,  mail  and 
messenger  service,  and  the  like. 

C  Basic  Guidelines 

1.  Factors  affecting  allowability  of  costs. 

To  be  allowable  under  a  grant  program,  costs 
must  meet  the  following  general  criteria: 

a.  Be  necessary  and  reasonable  for  proper 
and  efficient  administration  the  grant 

-  program,  be  allocable  thereto  under  these 
principles,  and,  except  as  specifically 
provided  herein,  not  be  a  general  expense 
required  to  carry,  out  the  overall 
responsibilities  of  State  or  local  governments. 

b.  Be  authorized  or  not  prohibited  under 
State  or  local  laws  or  regulations. 

c.  Conform  to  any  limitations  or  exclusions 
set  forth  in  these  principles.  Federal  laws,  or 
other  governing  limitations  as  to  types  or 
amounts  at  cim.  items. 

d.  Be  consistent  with  policies,  regulations, 
and  procedures  that  apply  uniformly  to  both 
federally  assisted  and  other  activities  of  the 
unit  of  government  of  which  the  grantee  is  a 
part 

e.  Be  accorded  consistent  treatment 
through  application  of  generally  accepted 
accounting  principles  appropriate  to  the 
circumstances. 
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f.  Not  be  allocable  to  or  in^ded  as  a  cost 
of  any  other  federally  financed  program  in 
either  the  current  or  a  prior  period. 

g.  Be  net  of  all  applicable  credits. 

2.  Allocable  costs,  a.  A  cost  is  allocable  to 
a  partictdar  cost  objective  to  the  extent  of 
beneHts  received  by  sudi  objective. 

b.  Any  cost  allocable  to  a  particular  grant 
or  cost  objective  under  the  principles 
provided  for  in  this  appendix  may  not  be 
shifted  to  other  Federal  grant  programs  to 
overcome  fund  deficiencies,  avoid 
restrictions  imposed  by  law  or  grant 
agreements,  or  for  other  reasons. 

c.  Where  an  allocation  of  joint  cost  will 
ultimately  result  in  charges  to  a  grant 
program,  an  allocation  plan  will  be  required 
as  prescribed  in  section  ). 

3.  Applicable  credits,  a.  Applicable  credits 

refer  to  those  receipts  or  reduction  of 
expenditure-type  transactions  which  offset  or 
reduce  expense  items  allocable  to  grants  as 
direct  or  indirect  costs.  Examples  of  such 
transactions  are:  purchase  discountr.  rebates 
or  allowances;  recoveries  or  indemnities  on 
losses;  sale  of  publications,  equipment  and 
scrap;  income  from  personal  or  incidental 
services;  and  adjustments  of  overpa3rments  or 
erroneous  charges.  * 

b.  Applicable  credits  may  also  arise  when 
Federal  funds  are  received  or  are  available 
from  sources  other  than  the  grant  program 
involved  to  finance  operations  or  capital 
items  of  the  grantee.  This  includes  costs 
arising  from  the  use  or  depreciation  of  items 
donated  or  financed  by  the  Federal 
Government  to  fulfill  matching  requirements 
under  another  grant  program.  These  types  of 
credits  should  likewise  be  used  to  reduce 
related  expenditures  in  determining  the  rates 
or  amounts  applicable  to  a  given  grant. 

D.  Composition  of  Cost 

1.  Total  cost.  The  total  cost  of  a  grant 
program  is  comprised  of  the  allowable  direct 
cost  incident  to  its  performance,  plus  its 
allocable  portion  of  allowable  indirect  costs, 
less  applicable  credits. 

2.  Classification  of  costs.  There  is  no 
universal  rule  for  classifying  certain  costs  as 
either  direct  or  indirect  under  every 
accounting  system.  A  cost  may  be  direct  with 
respect  to  some  specific  service  or  function, 
but  indirect  with  respect  to  the  grant  or  other 
ultimate  cost  objective.  It  is  essential 
therefore  that  each  item  of  cost  be  treated 
consistently  either  as  a  c^irect  or  an  indirect 
cost.  Specific  guides  for  determining  direct 
and  indirect  costs  allocable  under  grant 
programs  are  provided  in  the  sections  which 
follow. 

E.  Direct  Costs 

1.  General.  Direct  costs  are  those  that  can 
be  identified  specifically  with  a  particular  ' 
cost  objective.  These  costs  may  be  charged 
directly  to  grants,  contracts,  or  to  other 
programs  against  which  costs  are  finally 
lodged.  Direct  costs  may  also  be  charged  to 
cost  objectives  used  for  the  accumulation  of 
costs  pending  distribution  in  due  course  to 
grants  and  other  ultimate  cost  objectives. 

Z  Application.  Typical  direct  costs 
chargeable  to  grant  programs  are: 


a.  Compensation  of  employees  for  the  time 
and  effort  devoted  specifically  to  the 
execution  of  grant  programs. 

b.  Cost  of  materials  acquired,  consumed,  or 
expended  specifically  for  the  purpose  of  the 
grant. 

c.  Equipment  and  other  approved  capital 
expen^tures. 

^  Other  items  of  expense  incurred 
specifically  to  carry  out  the  grant  agreement 

e.  Services  furnished  specifically  for  the 
grant  program  by  other  agencies,  provided 
such  charges  are  consistent  with  criteria 
outlined  in  Section  G  of  these  principles. 

F.  Indirect  Costs 

1.  General.  Indirect  costs  are  those  (a) 
incurred  for  a  connnon  or  joint  purpose 
benefiting  more  than  one  cost  objective,  and 
(b)  not  readily  assignable  to  the  coat 
objectives  specifically  benefited,  without  . 
effort  disproportionate  to  the  results 
achieved.  The  term  “indirect  costB,“  as  used 
herein,  applies  to  costs  of  this  type 
originating  in  the  grantee  department,  as  well 
as  those  incurred  by  other  departments  in 
supplying  goods,  services,  and  facilities,  to 
the  grantee  department.  To  facilitate 
equitable  distribution  of  indirect  expenses  to 
the  cost  objectives  served,  it  may  be 
necessary  to  establish  a  number  of  pools  of 
indirect  cost  within  a  grantee  department  or 
in  other  agencies  providing  services  to  a 
grantee  department.  Indirect  cost  pools 
should  be  distributed  to  benefiting  cost 
objectives  on  bases  which  will  pr^uce  an 
equitable  result  in  consideration  or  relative 
benefits  derived. 

2.  Grantee  departmental  indirect  costs.  A1 
grantee  departmental  indirect  costs,  including 
the  variotis  levels  of  supervision,  are  eligible 
for  allocation  to  grant  programs  provided 
they  meet  die  conditions  set  fordi  in  this 
Appendix.  In  lieu  of  determining  the  actual 
amount  of  ^ntee  departmental  indirect  cost 
allocable  to  a  grant  program,  the  following 
methods  may  be  ns^ 

a.  Predetermined  fixed  rates  for  indirect 
costs.  A  predetermined  fixed  rate  for 
computing  indirect  costs  applicable  to  a  grant 
may  be  negotiated  annually  in  situations 
where  the  cost  experience  and  other 
pertinent  facts  available  are  deemed 
sufficient  to  enable  the  contracting  parties  to 
reach  an  informed  judgment  (1)  as  to  the 
probable  level  of  indirect  costs  in  the  grantee 
department  during  the  period  to  be  covered 
by  the  negotiated  rate,  and  (2)  that  the 
amount  allowable  under  the  predetermined 
rate  would  not  exceed  actual  indirect  cost. 

b.  Negotiated  lump  sum  far  overhead.  A 
negotiated  fixed  amount  in  lieu  of  indirect 
costs  may  be  appropriate  under 
circumstances  where  the  benefits  derived 
from  a  grantee  department's  indirect  services 
cannot  be  readily  determined  as  in  .the  case 
of  small,  self-contained  or  isolated  activity. 
When  this  method  is  used,  a  determination 
should  be  made  that  the  amo.unt  negotiated 
will  be  approximately  the  same  as  the  actual 
indirect  cost  that  may  be  incurred.  Such 
amounts  negotiated  to  lieu  of  indirect  costs 
will  be  treated  as  an  offset  to  total  indirect 
expenses  of  the  grantee  department  before 
allocation  to  remaining  activities.  The  base 


on  which  such  remaining  expenses  are 
allocated  should  be  appropriately  adjusted. 

3.  Limitation  on  indirect  costs,  a.  Federal 
grants  may  be  subject  to  laws  that  limit  the 
amount  of  indirect  cost  that  may  be  allowed. 
Agencies  that  sponsor  grants  of  this  type  will 
establish  procedures  which  will  assure  that 
the  amount  actually  allowed  for  indirect 
costs  under  each  such  grant  does  not  exceed 
the  maximum  allowable  under  the  statutory 
limitatioo  or  the  amount  otherwise  allowable 
under  this  Appendix,  whichever  is  the 
smaller. 

b.  When  the  amount  allowable  under  a 
statutory  limitation  is  less  than  the  aasount 
otherwise  allocable  as  indirect  costs  under 
this  Appendix,  the  amount  not  recoverable  as 
indirect  costs  under  a  grant  may  not  be 
shifted  to  another  federally  sponsored  grant 
program  or  contract. 

G.  Cost  Incurred  by  Agencies  Other  Ilian  the 
Grantee 

1.  General.  The  cost  of  service  provided  by 
other  agencies  only  may  include  allowable 
direct  costs  of  the  service  plus  a  pro  rata 
share  of  allowable  supporting  costs  (section 
B.12.)  and  supervision  directly  requked  in 
performing  ^  service,  but  not  stqierviaion  of 
a  general  nature  such  as  that  provided  by  the 
head  of  a  department  and  his  staff  assistants 
not  directly  involved  in  operations.  However, 
supervision  by  the  bead  of  a  department  or 
agency  whose  sole  function  is  providing  the 
service  furniriwd  would  be  an  ehgible  cost. 
Supporting  costs  include  those  furnished  by 
other  units  of  the  supplying  department  or  by 
other  agencies. 

2.  Alternative  methods  of  determining 
indirect  cost  In  lieu  of  determining  actual 
indirect  cost  related  to  a  particular  service 
furnished  by  another  agency,  either  of  the 
following  alternative  methods  may  be  used 
provided  only  one  method  is  used  for  a 
specific  service  during  the  fiscal  year 
involved. 

a.  Standard  indirect  rate.  An  amount  equal 
to  10  percent  of  direct  labor  cost  in  providing 
the  service  performed  by  another  State 
agency  (excluding  oVertoe,  shift,  or  holiday 
premiums  and  fringe  benefits)  may  be 
allowed  in  lieu  of  actual  allowable  indirect 
cost  for  that  service. 

b.  Predetermined  fixed  rate.  A 
predetermined  fixed  rate  for  indirect  cost  of 
the  unit  or  activity  providing  service  may  be 
negotiated  as  set  forth  in  section  F.2.a. 

H.  Cost  Incurred  by  Grantee  Departmaat  for 
Others 

1.  General.  The  principles  provided  in 
section  G.  will  also  be  used  in  determining 
the  cost  of  services  provided  by  the  grantee 
department  to  another  agency. 

I.  (ReaervedI 

).  Cost  Allocation  Plan 

1.  General  A  plan  for  allocation  of  costs 
will  be  required  to  support  the  distribution  of 
any  joint  costs  related  to  the  grant  program. 
All  costs  included  in  the  plan  urill  be 
supported  by  formal  accounting  records 
which  will  substantiate  the  propriety  of 
eventual  charges. 
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2.  Requirements.  The  allocation  plan  of  the 
grantee  department  should  cover  all  joint 
costs  of  the  department  as  well  as  costs  to  be 
allocated  under  plcuis  of  other  agencies  or 
organizational  unit  which  cuv  to  be  included 
in  the  costs  of  federally  sponsored  programs. 
The  cost  allocation  plans  of  all  the  agencies 
rendering  services  to  the  grantee  department, 
to  the  extent  feasible,  should  be  presented  in 
a  single  document.  The  allocation  plan  should 
contain,  but  not  necessarily  be  limited  to,  the 
following: 

a.  The  nature  and  extent  of  services 
provided  and  their  relevance  to  the  federally 
sponsored  programs. 

b.  The  items  of  expense  to  be  included. 

c.  The  methods  to  be  used  in  distributing 
cost. 

3.  Instructions  for  preparation  of  cost 
allocation  plans.  The  Department  of  Health, 
Education,  and  Welfare,  in  consultation  with 
the  other  Federal  agencies  concerned,  will  be 
responsible  for  developing  and  issuing  the 
instructions  for  use  by  State  and  local 
government  grantees  in  preparation  of  cost 
allocation  plans.  This  responsibility  applies 
to  both  central  support  services  at  the  State 
and  local  government  level  as  well  as 
indirect  cost  proposals  of  individual  grantee 
departments. 

4.  Negotiation  and  approval  of  indirect  cost 

proposals  for  States,  a.  The  Department  of 
Health,  Education,  and  Welfare,  in  ' 

collaboration  with  the  other  Federal  agencies 
concerned,  will  be  responsible  for 
negotiation,  approval  and  audit  of  cost 
allocation  plans,  which  will  be  submitted  to  it 
by  the  States.  These  plans  will  cover  central 
support  service  costs  of  the  State. 

b.  At  the  grantee  department  level  in  a 
State,  a  single  Federal  agency  will  have 
responsibility  similar  to  that  set  forth  in  a. 
above  for  the  negotiation,  approval  and  audit 
of  the  indirect  cost  proposal.  Cognizant 
Federal  agencies  have  been  designated  for 
this  purpose.  Changes  which  may  be  required 
from  time  to  time  in  agency  assignments  will 
be  arranged  by  the  Department  of  Health, 
Education,  and  Welfare  in  collaboration  with 
the  other  interested  agencies,  and  submitted 
to  the  Office  of  Management  and  Budget  for 
final  approval.  A  current  list  of  agency 
assignments  will  be  maintained  by  the 
Department  of  Health,  Education,  and 
Welfare. 

c.  Questions  concerning  the  cost  allocation 
plans  approved  under  a.  and  b.  above  should 
be  directed  to  the  agency  responsible  for  such 
approvals. 

5.  Negotiation  and  approval  of  indirect  cost 
proposals  for  local  governments,  a.  Cost 
allocation  plans  will  be  retained  at  the  local 
government  level  for  audit  by  a  designated 
Federal  agency  except  in  those  cases  where 
that  agency  requests  that  cost  allocation 
plans  be  submitted  to  it  for  negotiation  and 
approval. 

b.  A  list  of  cognizant  Federal  agencies 
assigned  responsibility  for  negotiation, 
approval  and  audit  of  central  support  service 
cost  allocation  plans  at  the  local  government 
level  is  being  developed.  Changes  which  may 
be  required  from  time  to  time  in  agency 
assignments  will  be  arranged  by  tiie 
Department  of  Health,  Education,  and 


Welfare  in  collaboration  with  the  other 
interested  agencies,  and  submitted  to  the 
Office  of  Management  and  Budget  for  final 
approval.  A  current  list  of  agency 
assignments  will  be  maintained  by  the 
Department  of  Health,  Education,  and 
Welfare. 

c.  At  the  grantee  department  level  of  local 
governments,  the  Federal  agency  with  the 
predominant  interest  in  the  wori(  of  the 
grantee  department  will  be  responsible  for 
necessary  negotiation,  approv^  and  audit  of 
the  indirect  cost  proposal. 

6.  Resolution  of  problems.  To  the  extent 
that  problems  are  encountered  among  the 
Federal  agencies  in  connection  with  4.  and  5. 
above,  the  Office  of  Management  and  Budget 
will  lend  assistance  as  required. 

Part  n — Standards  for  Selected  Items  of  Cost 

A.  Purpose  and  Applicability 

1.  Objective.  This  part  provides  standards 
for  determining  the  allowability  of  selected 
items  of  cost 

2.  Application.  These  standards  will  apply 
irrespective  of  whether  a  particular  item  of 
cost  is  treated  as  direct  or  indirect  cost 
Failure  to  mention  a  particular  item  pf  cost  in 
the  standards  is  not  intended  to  imply  that  it 
is  either  allowable  or  unallowable,  rather 
determination  of  allowability  in  each  case 
should  be  based  on  the  treatment  of 
standards  provided  for  similar  or  related 
items  of  cost  The  allowability  of  the  selected 
items  of  cost  is  subject  to  the  general  policies 
and  principles  stated  in  Part  I  of  this  - 
appendix. 

B.  AUowable  Costs  * 

1.  Accounting.  The  cost  of  establishing  and 
maintaining  accounting  and  other  information 
systems  required  for  the  management  of  grant 
programs  is  allowable.  This  includes  cost 
incurred  by  central  service  agencies  for  these 
purposes.  The  cost  of  maintaining  central 
accounting  records  required  for  overall  State 
or  local  government  purposes,  such  as 
appropriation  and  fund  accounts  by  the 
Treasurer.  Comptroller,  or  similar  officials,  is 
considered  to  be  a  general  expense  of 
government  and  is  not  allowable. 

2.  Advertising.  Advertising  media  includes 
newspapers,  magazines,  radio,  and  television 
programs,  direct  mail,  trade  papers,  and  the 
like.  The  advertising  costs  allowable  are 
those  which  are  solely  for 

a.  Recruitment  of  personnel  required  for  the 
grant  program. 

b.  Elicitation  of  bids  for  the  procurement 
of  goods  and  services  required. 

c.  Disposal  of  scrap  or  surplus  materials 
acquired  in  the  performance  of  the  grant 
agreement 

d.  Other  purposes  specifically  provided  for 
in  the  grant  agreement 

3.  Advisory  councils.  Costs  incurred  by 
State  advisory  councils  or  committees 
established  pursuant  to  Federal  requirements 
to  carry  out  grant  programs  are  allowable. 

The  cost  of  like  oiganizations  is  allowable 
when  provided  for  in  the  grant  agreement. 

4.  Audit  service.  Hie  cost  of  audits 
necessary  for  the  administration  and 
management  of  functions  related  to  grant 
programs  is  allowable. 


5.  Bonding.  Costs  of  premiums  on  bonds 
covering  employees  who  handle  grantee 
agency  funds  are  allowable. 

6.  Budgeting.  Costs  incurred  for  the 
development  preparation,  presentation,  and 
execution  of  bud^ts  are  allowable.  Costs  for 
services  of  a  central  budget  office  are 
generally  not  allowable  since  these  are  costs 
of  general  government.  However,  where 
employees  of  the  central  budget  office 
actively  participate  in  the  grantee  agency's 
budget  process,  the  cost  of  identifiable 
services  is  allowable. 

7.  Building  lease  management  The 
administrative  cost  for  lease  management 
which  includes  review  of  lease  proposals, 
maintenance  of  a  list  of  available  property 
for  lease,  and  related  activities  is  allowable. 

8.  Central  stores.  The  cost  of  maintaining 
and  operating  a  central  stores  organization 
for  supplies,  equipment,  and  materials  used 
either  directly  or  indirectly  for  grant 
programs  is  allowable. 

9.  Communications.  Communication  costs 
incurred  for  telephone  calls  or  service, 
telegraph,  teletype  service,  wide  area 
telephone  service  (WATS),  centrex,  telpak 
(tie  lines),  postage,  messenger  service  and 
similar  expenses  are  allowable. 

10.  Compensation  for  personal  services — a. 
General.  Empensation  for  personal  services 
includes  all  remuneration,  paid  currently  or 
accrued,  for  services  rendered  during  the 
period  of  performance  under  the  grant 
agreement,  including  but  not  necessarily 
limited  to  wages,  salaries,  and  supplementary 
compensation  and  benefits  (section  B.13.). 

The  costs  of  such  compensation  are 
allowable  to  the  extent  that  total 
compensation  for  individual  employees:  (1)  is 
reasonable  for  the  services  rendered.  (2) 
follows  an  appointment  made  in  accordance 
with  State  or  local  government  laws  and 
rules  and  which  meets  Federal  merit  system 
or  other  requirements,  where  applicable,  and 
(3)  is  determined  and  supported  as  provided 
in  b.  below.  Compensation  for  employees 
engaged  in  federally  assisted  activities  will 
be  considered  reasonable  to  the  extent  that  it 
is  consistent  with  that  paid  for  similar  work 
in  other  activities  of  the  State  or  local 
government  In  cases  where  the  kinds  of 
employees  required  for  the  federally  assisted 
activities  are  not  found  in  the  other  activities 
of  the  State  or  local  government 
compensation  will  be  considered  reasonable 
to  the  extent  that  it  is  comparable  to  that 
paid  for  similar  work  in  the  labor  market  in 
which  the  employing  government  competes 
for  the  kind  of  employees  involved. 
Compensation  surveys  providing  data 
representative  of  the  labor  market  involved 
will  be  an  acceptable  basis  for  evaluating 
reasonableness. 

b.  Payroll  and  distribution  of  time. 

Amounts  charged  to  grant  programs  for 
personal  services,  regardless  of  whether 
treated  as  direct  or  indirect  costs,  will  be 
based  on  payrolls  dociimented  and  approved 
in  accordance  with  generally  accepted 
practice  of  the  State  or  local  agency.  Payrolls 
must  be  supported  by  time  and  attendance  or 
equivalent  records  for  individual  employees. 
Salaries  and  wages  of  employees  chargeable 
to  more  than  one  grant  program  or  other  cost 
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objective  will  be  Bupported  by  appropriate 
time  distribution  records.  The  method  aaed 
should  produce  an  equitable  distribution  of 
time  and  effort. 

11.  Depreciation  and  use  aJIowances.  a. 
Grantees  may  be  compensated  for  the  use  of 
buildings,  capital  improvements,  and 
equipment  through  use  allowances  or 
depreciation.  Use  allowances  are  the  means 
of  providing  compensation  in  Keu  of 
depreciation  or  other  equivalent  costs. 
However,  a  combination  of  the  two  methods 
may  not  be  used  in  connection  with  a  single 
class  of  fixed  assets. 

b.  The  computation  of  depreciation  or  use 
allowance  will  be  based  on  acquisition  cost. 
Where  actual  cost  records  have  not  been 
maintained,  a  reasonable  estimate  of  the 
original  acquisition  cost  may  be  used  in  the 
computation.  The  computation  wiH  exclude 
the  cost  or  any  portion  of  the  cost  of 
buildings  and  equipment  donated  or  borne 
directly  or  indirectly  by  the  Federal 
Government  through  charges  to  Federal  grant 
programs  or  otherwise,  irrespective  of  where 
title  was  originally  vested  or  where  it 
presently  resides.  In  addition,  die 
computation  will  also  exclude  the  cost  of 
land.  Depreciation  or  a  use  allowance  on  idle 
or  excess  facilities  is  not  allowable,  except 
when  specifically  authorized  by  the  grantor 
Federal  agency. 

c.  Where  the  depreciation  method  is 
followed,  adequate  property  records  must  be 
maintained,  and  any  generally  accepted 
method  of  computing  depreciation  may  be 
used.  However,  the  method  of  computing 
depreciation  must  be  consistently  applied  for 
any  specific  asset  or  class  of  assets  for  all 
affected  federally  sponsored  programs  and 
must  result  in  equitable  charges  considering 
the  extent  of  the  use  of  the  assets  for  the 
benefit  of  such  programs. 

d.  In  lieu  of  depreciation,  a  use  allowance 
for  buildings  and  improvements  may  be 
computed  at  an  annual  rate  not  exceeding  2 
percent  of  acquisition  cost.  The  use 
allowance  for  equipment  (excluding  items 
properly  capitalized  as  building  cost)  will  be 
computed  at  an  annual  rate  not  exceeding  W» 
percent  of  acquisition  cost  of  usable 
equipment. 

e.  No  depreciation  or  use  chai^  may  be 
allowed  on  any  assets  that  would  be 
considered  as  fully  depreciated:  provided, 
however.  That  reasonable  use  charges  may 
be  negotiated  for  any  such  assets  if 
warranted  after  taking  into  consideration  the 
cost  of  the  facility  or  item  involved,  the 
estimated  useful  life  remaining  at  time  of 
negotiation,  the  effect  of  any  increased 
maintenance  charges  or  decreased  efficiency 
due  to  age,  and  any  other  factors  pertinent  to 
the  utilization  of  the  facility  or  item  for  the 
purpose  contemplated. 

12.  Disbursing  service.  The  cosbof 
disbursing  grant  program  funds  by  the 
Treasurer  or  other  designated  officer  is 
allowable.  Disbursing  services  cover  the 
processing  of  checks  or  warrants,  from 
preparation  to  redemption,  including  the 
necessary  records  of  accountability  and 
reconciliation  of  such  records  with  related 
cash  accounts. 


13.  Employee  fringe  benefits.  Costs 
identified  under  a.  and  b.  below  are 
allowable  to  the  extent  that  total 
compensation  for  employees  is  reasonable  as 
defined  in  section  B.10. 

a.  Employee  benefits  in  the  form  of  regular 
compensation  paid  to  employees  during 
periods  of  authorized  absences  from  the  job, 
such  as  for  annual  leave,  sick  leave,  court 
leave,  military  leave,  and  the  like,  if  they  are: 

(1)  provided  pursuant  to  an  approved  leave 
system,  and  (2)  the  cost  thereof  is  equitably 
allocated  to  all  related  activities,  induding 
grant  programs. 

b.  Employee  benefits  in  the  form  of 
employers’  contribution  or  expenses  for 
social  security,  employees’  life  and  health 
insurance  plans,  unemployment  insurance 
coverage,  workmen's  compensation 
insurance,  pension  plans,  severance  pay,  and 
the  like,  provided  such  benefits  are  granted 
under  approved  plans  and  are  distributed 
equitably  to  grant  programs  and  to  other 
activities. 

14.  Employee  morale,  health,  and  welfare 
costs.  'The  costs  of  health  of  first-aid  clinics 
and/or  infirmaries,  recreational  facilities, 
employees’  counseling  services,  employee 
information  publications,  and  any  related 
expenses  incurred  in  accordance  with  general 
State  or  local  policy  are  allowable.  Income 
generated  from  any  of  these  activities  will  be 
offset  against  expenses. 

15.  Exhibits.  Costs  of  exhibits  relating 
specifically  to  the  grant  programs  are 
allowable. 

16.  Legal  expenses.  The  cost  of  legal 
expenses  required  in  the  administration  of 
grant  programs  Is  allowable.  Legal  services 
furnished  by  the  diief  legal  officer  of  a  Stat^ 
or  local  government  or  his  staff  solely  for  the 
purpose  of  discharging  his  general 
responsibilities  as  legal  officer  are 
unallowable.  Legal  expenses  for  the 
prosecution  of  claims  against  the  Federal 
Government  are  unallowable. 

17.  Maintenance  and  repair.  Costs  incurred 
for  necessary  maintenance,  repair,  or  upkeep 
of  property  which  neither  add  to  the 
permanent  value  of  the  property  nor 
appreciably  prolong  its  intended  Hfe,  but 
keep  it  in  an  efficient  operating  condition,  are 
allowable. 

18.  Materials  and  supplies.  The  cost  of 
materials  and  suppbes  necessary  to  carry  out 
the  grant  programs  is  allowable.  Purchases 
made  specifically  for  the  grant  program 
should  be  charged  thereto  at  dieir  actual 
prices  after  deducting  all  cash  discounts, 
trade  discounts,  rebates,  and  allowances 
received  by  the  grantee.  Withdrawals  from 
general  stores  or  stockrooms  should  be 
charged  at  cost  under  any  recognized  method 
of  pricing  consistently  applied.  Incoming 
transportation  charges  are  a  proper  part  of 
material  cost 

19.  Memberships,  subscriptions  and 
professional  activities — a.  Memberships.  The 
cost  of  membership  in  civic,  business, 
technical  and  professional  organizations  is 
allowable  provided:  (11  the  benefit  from  the 
membership  is  related  to  the  grant  program, 

(2)  the  expenditure  is  for  agency  membership, 

(3)  the  cos  of  the  membership  is  rsasormbiy 
related  to  the  value  of  the  services  or  benefits 


received,  and  (4)  the  expenditure  is  not  for 
membership  in  an  organization  which 
devotes  a  substantial  part  of  its  activities  to 
influencing  legislation. 

b.  Reference  material.  *1110  cost  of  books 
and  subscriptions  to  civic,  business, 
professional,  and  technical  periodicals  is 
allowable  when  related  to  the  grant  program. 

c.  hdeetings  and  conferences.  Costs  are 
allowable  when  the  primary  purpose  of  the 
meeting  is  the  dissemination  of  technical 
information  relating  to  the  grant  program  and 
they  are  consistent  with  regular  practices 
followed  for  other  activities  of  the  grantee. 

20.  Motor  pools.  The  costs  of  a  service 
organization  which  provides  automobiles  to 
user  grantee  agmides  at  a  mileage  or  fixed 
rate  and/or  provides  vehicle  maintenance, 
inspection  and  repair  services  are  allowable. 

21.  PayroB  preparation.  The  cost  of 
preparing  payrolls  and  maintaining  necessary 
related  wage  records  is  allowable. 

22.  Personnel  administration.  Costs  for  the 
recruitment,  examination,  certification, 
classification,  training,  establishment  of  pay 
standards,  and  related  activities  for  grant 
programs,  are  allowable. 

23.  Printing  and  reproduction.  Costs  for 
printing  and  reproduction  services  necessary 
for  grant  adndnistratiofi,  including  but  not 
limited  to  forms,  reports,  manuab,  and 
informational  literature,  are  allowable. 
Publication  costs  of  reports  or  other  media 
relating  to  grant  program  accomplishments  or 
results  are  allowable  when  provided  for  in 
the  grant  agreement 

24.  Procurement  service.  The  cost  of 
procurement  service,  including  solicitation  of 
bids,  preparation  and  award  ^  contracts,  and 
all  phases  of  contract  administration  in 
providing  goods,  facilities  and  services  for 
grant  programs,  b  allowable. 

25.  Taxes,  in  generaL  taxes  or  payments  in 
lieu  of  taxes  which  the  grantee  agency  b 
legally  required  to  pay  are  allowable. 

26.  Training  and  education.  The  cost  of  in- 

service  training,  customarily  provided  for 
employee  developraent  whidi  directly  or 
indirectly  benefito  grant  programs,  b 
allowable.  Out-of-service  training  involving 
extended  periods  of  time  b  allowable  only 
when  q;>ecifically  authorized  by  die  grantor 
agency.  ^ 

27.  Transportation.  Costs  incurred  for 
freight,  cariagc,  express,  postage,  and  other 
transportatioa  costs  relating  either  to  goods 
purchased,  delivered,  or  moved  from  one 
location  to  another,  are  allowable. 

28.  Travel.  Travel  costs  are  allowable  for 
expenses  for  transportation,  lodging, 
subsbtence,  and  r^ted  items  incurred  by 
employees  who  are  in  travel  status  on  official 
bu^ess  incident  to  a  grant  program.  Such 
costs  may  be  charged  on  an  actual  basis,  on  a 
per  diem  or  mibage  basb  in  lieu  of  actual 
costs  incurred,  or  on  a  combination  of  the 
two,  provided  the  method  used  b  applied  to 
an  entire  trip,  and  results  in  charges 
consistent  with  those  normally  allowed  in 
like  circumstances  in  nonfederally  sponsored 
activities.  The  difference  in  cost  between 
first-class  air  accommodations  and  less-flian- 
first-dass  air  accoaunodations  b 
unallowable  except  when  less-than-first-class 
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air  accommodations  are  not  reasonably 
available. 

c.  Costs  Allowable  With  Approval  of  Grantor 
Agency 

1.  Automatic  data  processing.  The  cost  of 
data  processing  services  to  grant  programs  is 
allowable.  This  cost  may  include  rental  of 
equipment  or  depreciation  on  grantee-owned 
equipment.  The  acquisition  of  equipment 
whether  by  outright  purchase,  rental- 
purchase  agreement  or  other  method  of 
purchase,  is  allowable  only  upon  specific 
prior  approval  of  the  grantor  Federal  agency 
as  provided  under  the  selected  item  for 
capital  expenditures. 

2.  Building  space  and  related  facilities.  The 
cost  of  space  in  privately  or  publicly  owned 
buildings  used  for  the  benefit  of  the  grant 
program  is  allowable  subject  to  the 
conditions  stated  below.  The  total  cost  of 
space,  whether  in  a  privately  or  publicly 
owned  building,  may  not  exceed  the  rental 
cost  of  comparable  space  and  facilities  in  a 
privately  owned  building  in  the  same  locality. 
The  cost  of  space  procured  for  grant  program 
usage  may  not  be  charged  to  the  program  for 
periods  of  nonoccupancy,  without 
authorization  of  the  grantor  Federal  agency. 

a.  Rental  cost  The  rental  cost  of  space  in  a 
privately  owned  building  is  allowable. 

b.  Maintenance  and  operation.  The  costs  of 
ntilitiea.  insuranoe,  security,  janitorial 
aervioes,  elevator  service,  upkeep  of  grounds, 
normal  repairs,  and  alterations  and  the  like, 
are  allowable  to  the  extent  they  are  not 
otherwise  included  in  rental  or  other  charges 
for  space. 

c.  Rearrangements  and  alterations.  Cost 
incurred  for  rearrangement  and  alteration  of 
facilities  required  specifically  for  the  grant 
program  or  those  that  materially  increase  the 
value  or  useful  life  of  the  facilities  (section 
C.3.)  are  allowable  when  specifically 
approved  by  the  grantor  agency. 

d.  Depreciation  and  use  allowances  on 
publicly  owned  buildings.  These  costs  are 
allowable  as  provided  in  section  B.11. 

e.  Occupancy  of  space  under  rental- 
purchase  or  a  lease  with  optian-to-purchase 
agreement  The  cost  of  space  procured  under 
such  arragngements  is  allowable  when 
specifically  approved  by  the  Federal  grantor 
agency. 

3.  Capital  expenditures.  The  cost  of 
facilities,  equipment,  other  capital  assets,  and 
repairs  which  materially  increase  the  value 
or  useful  life  of  capital  assets  is  allowable 
when  such  procurement  is  specifically 
approved  by  the  Federal  grantor  agency. 
When  assets  acquired  with  Federal  grant 
funds  are  (a)  sold,  (b)  no  longer  available  for 
use  in  a  federally  sponsored  program,  or  (c) 
used  for  purposes  not  authorized  by  the 
grantor  agency,  the  Federal  grantor  agency's 
equity  in  the  asset  will  be  refunded  in  the 
same  proportion  as  Federal  participation  in 
its  cost.  In  case  any  assets  are  traded  on  new 
items,  only  the  net  cost  of  the  newly  acquired 
assets  is  allowable. 

4.  Insurance  and  indemnification,  a.  Cost  of 
insurance  required,  or  approved  and 
maintained  pursuant  to  the  grant  agreement, 
is  allowable. 


b.  Cost  of  other  insurance  in  connection 
with  the  general  conduct  of  activities  is 
allowable  subject  to  the  following  limitations: 

(1)  Types  and  extent  and  cost  of  coverage 
will  be  in  accordance  with  general  State  or 
local  government  policy  and  sound  business 
practice. 

(2)  Costs  of  insurance  or  of  contributions  to 
any  reserve  covering  the  risk  of  loss  of,  or 
damage  to.  Federal  Government  property  are 
unallowable  except  to  the  extent  that  the 
grantor  agency  has  specifically  required  or 
approved  such  costs. 

c.  Contributions  to  a  reserve  for  a  self- 
insurance  program  approved  by  the  Federal 
grantor  agency  are  allowable  to  the  extent 
that  the  type  of  coverage,  extent  of  coverage, 
and  the  rates  and  premiums  would  have  been 
allowed  had  insurance  been  purchased  to 
cover  the  risks. 

d.  Actual  losses  which  could  have  been 
covered  by  permissible  insurance  (through  an 
approved  self-insurance  program  or 
otherwise)  are  unallowable  unless  expressly 
provided  for  in  the  grant  agreement. 

However,  costs  incurred  because  of  losses 
not  covered  under  nominal  deductible 
insurance  coverage  provided  in  keeping  with 
sound  management  practice,  and  minor 
losses  not  covered  by  insurance,  such  as 
spoilage,  breakage  and  disappearance  of 
small  hand  tools  which  occur  in  the  ordinary 
course  of  op«etions,  are  allowable. 

e.  Indemnifioation  includes  securing  the 
grantee  against  liabilities  to  third  persons 
and  other  losses  not  compensated  by 
insurance  or  otherwise.  Ihe  Government  is 
obligated  to  indemnify  the  grantee  only  to  the 
extent  expressly  provided  for  in  the  grant 
agreement,  except  as  provided  in  d  above. 

5.  Management  studies.  The  cost  of 
management  studies  to  improve  the 
effectiveness  and  efficiency  of  grant 
management  for  ongoing  programs  is 
allowable  except  that  the  cost  of  studies 
performed  by  agencies  other  than  the  grantee 
department  or  outside  consultants  is 
allowable  only  when  authorized  by  the 
Federal  grantor  agency. 

6.  Preagreement  costs.  Costs  incurred  prior 
to  the  effective  date  of  the  grant  or  contract, 
whether  or  not  they  would  have  been 
allowable  thereunder  if  incurred  after  such 
date,  are  allowable  when  specifically 
provided  for  in  the  grant  agreement. 

7.  Professional  services.  Cost  of 
professional  services  rendered  by  individuals 
or  organizations  not  a  part  of  the  grantee 
department  is  allowable  subject  to  such  prior 
authorization  as  may  be  required  by  the 
Federal  grantor  agency. 

8.  Proposal  costs.  Costs  of  preparing 
proposals  on  potential  Federal  Government 
grant  agreements  are  allowable  when 
specifically  provided  for  in  the  grant 
agreement. 

D.  UnaUowable  Costs 

1.  Bad  debts.  Any  losses  arising  fix)m 
uncollectible  accounts  and  other  claims,  and 
related  costs,  are  unallowable. 

2.  Contingencies.  Contributions  to  a 
contingency  reserve  or  any  similar  provision 
for  unforeseen  events  are  unallowable. 


"  3.  Contributions  and  donations. 
Unallowable. 

4.  Entertainment  Costs  of  amusements, 
social  activities,  and  incidental  costs  relating 
thereto,  such  as  meals,  beverages,  lodgings, 
rentals,  transportation,  and  gratuities,  are 
unallowable. 

5.  Fines  and  penalties.  Costs  resulting  from 
violations  of,  or  failure  to  comply  with. 
Federal,  State,  and  local  laws  and  regulations 
are  unallowable. 

6.  Governor's  expenses.  The  salaries  and 
expenses  of  the  office  of  the  Governor  of  a 
State  or  the  chief  executive  of  a  political 
subdivision  are  considered  a  cost  of  general 
State  or  local  government  and  are 
unallowable. 

7.  Interest  and  other  financial  costs. 

Interest  on  borrowings  (however 
represented),  bond  discounts,  cost  of 
financing  and  refinancing  operations,  and 
legal  and  professional  fees  paid  in  connection 
therewith,  are  unallowable  except  when 
authorized  by  Federal  legislation. 

8.  Legislative  expenses.  Salaries  and  other 
expenses  of  the  State  legislature  or  similar 
local  governmental  bodies  such  as  county 
supervisors,  dty  councils,  school  boards,  etc., 
whether  incurred  for  purposes  of  legislation 
or  executive  direction,  are  unallowable. 

9.  Underrecovery  of  costs  under  grant 
agreements.  Any  excess  of  cost  over  the 
Federal  contribution  under  one  grant 
agreement  is  unallowable  under  other  grdnt 
agreements. 

Appendix  D 

Part  I — Principles  for  Detennining  Costs 
AppUcable  to  Research  and  Development 
Under  Grants  and  Contracts  With 
Educational  Institutions 

A.  Purpose  and  Scope 

1.  Objectives.  This  appendix  provides 
principles  for  determining  the  costs 
applicable  to  research  and  development  work 
performed  by  educational  institutions  under 
grants  from  and  contracts  with  the  Federal 
Government.  These  principles  are  confined  to 
the  subject  of  cost  determination  and  make 
no  attempt  to  identify  the  circumstances  or 
dictate  the  extent  of  agency  and  institutional 
participation  in  the  financing  of  a  particular 
researdi  or  development  project.  'Ilie 
principles  are  designed  to  provide  recognition 
of  the  full  allocated  costs  of  such  research 
woric  under  generally  accepted  accounting 
principles.  No  provision  for  profit  or  other 
increment  above  cost  is  intended. 

2.  Policy  guides.  The  successful  application 
of  these  principles  requires  development  of 
mutual  understanding  between 
representatives  of  universities  and  of  the 
F^eral  Government  as  to  their  scope, 
implementation,  and  interpretation.  It  is 
recognized  that — 

a.  The  arrangements  for  agency  and 
institutional  participation  in  the  financing  of 
a  research  and  development  project  are 
properly  subject  to  negotiation  between  the 
agency  and  the  institution  concerned  in 
accordance  with  such  Government-wide 
criteria  as  may  be  applicable. 

b.  Each  college  and  university,  possessing 
its  own  unique  combination  of  staff,  facilities. 
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and  experience,  should  be  encouraged  to 
conduct  research  in  a  manner  consonant  with 
its  own  academic  philosophies  and 
institutional  objectives. 

c.  Each  institution,  in  the  fulfillment  of  its 
obligations,  should  employ  sound 
management  practices. 

d.  The  application  of  the  principles 
established  herein  should  require  no 
significant  changes  in  the  generally  accepted 
accounting  practices  of  colleges  and 
imiversities  and  standards  herein  provided 
on  a  consistent  basis.  Where  wide  variations 
exist  in  the  treatment  of  a  given  cost  item 
among  institutions,  the  reasonableness  and 
equitableness  of  such  treatments  will  be  fully 
considered  during  the  rate  negotiations  and 
audit 

3.  Application.  The  Department  of  Health, 
Education,  and  Welfare,  will  apply  these 
principles  and  related  policy  g^des  in 
determining  the  costs  incurred  for  such  woric 
under  any  type  of  research  and  development 
agreement  lliese  principles  should  also  be 
used  as  a  guide  in  the  pricing  of  fixed-price 
contracts  or  lump  sum  agreements. 

B.  Definitioa  of  Terms 

1.  Organized  research  means  all  research 
activities  of  an  institution  that  are  separately 
budgeted  and  accounted  for. 

2.  Departmental  research  means  research 
activities  that  are  not  separately  budgeted 
and  accounted  for.  Such  resear^  work, 
which  includes  all  research  activities  not 
encompassed  under  the  term  '‘organized 
research,”  is  regarded  for  purposes  of  this 
document  as  a  part  of  the  instructional 
activities  of  the  institution. 

3.  Research  agreement  means  any  valid 
arrangement  to  perform  federally  sponsored 
research,  including  grants,  cost- 
reimbursement  type  contracts,  cost- 
reimbursement  type  subcontracts,  and  fixed- 
price  contracts  and  subcontracts  for  research. 

4.  Other  institutional  activities  meaiu  all 
organized  activities  of  an  institution  not 
directly  related  to  the  instruction  and 
research  functions,  such  as  residence  halls, 
dining  halls,  student  hospitals,  student 
unions,  intercollegiate  athletics,  bookstores, 
faculty  bousing,  student  apartments,  guest 
houses,  chapels,  theaters,  public  museums, 
and  other  similar  activities  or  auxiliary 
enterprises.  Also  included  under  this 
definition  is  any  other  category  of  cost 
treated  as  “unallowable,”  prodded 'such 
category  of  cost  identifies  a  function  or 
activity  to  which  a  portion  of  the  institution's 
indirect  costs  (as  defined  in  section  E.1.)  are 
properly  allocable. 

5.  Apportionment  means  the  process  by 
which  the  indirect  costs  of  the  institution  are 
assigned  as  between  (a)  instruction  and 
research,  and  (b)  other  institutional  activities. 

6.  Allocation  means  the  process  by  which 
the  indirect  costs  apportioned  to  instruction 
and  research  are  assigned  as  between  (a) 
organized  research,  and  (b)  instruction, 
including  departmental  research. 

7.  Stipulated  salary  support  is  a  fixed  or  a 
stated  dollar  amount  of  the  salary  of 
professorial  or  other  professional  staff 
involved  in  the  conduct  of  research  which  a 
Government  dgency  agrees  in  advance  to 


reimburse  an  eduimtional  institution  as  a  part 
of  sponsored  research  costs. 

8.  Federal  agency  or  sponsoring  agency 
means  the  Department  of  Health,  Education 
and  Welfare. 

C  Basic  Considerations 

1.  Composition  of  total  costs.  The  cost  of  a 
research  agreement  is  comprised  of  the 
allowable  direct  costs  incident  to  its 
performance,  plus  the  allocable  portion  of  the 
allowable  indirect  costs  of  the  institution, 
less  applicable  credits  as  described  in  section 

C.5. 

2.  Factors  affecting  allowability  of  costs. 
The  tests  of  allowability  of  costs  under  these 
principles  are:  (a)  they  must  be  reasonable; 
(b)  they  miut  be  allocable  to  research 
agreements  under  the  standards  and  methods 
provided  herein:  (c)  they  must  be  accorded 
consistent  treatment  through  application  of 
those  generally  accepted  accounting 
principles  appropriate  to  the  circumstances; 
and  (d)  they  must  conform  to  any  limitations 
or  exclusions  set  forth  in  these  principles  or 
in  the  research  agreement  as  to  types  or ' 
amounts  of  cost  items. 

3.  Reasonable  costs.  A  cost  may  be 
considered  reasonable  if  the  nature  of  the 
goods  or  services  acquired  or  applied,  and 
the  amount  involved  therefor,  reflect  the 
action  that  a  prudent  person  would  have 
taken  under  the  circumstances  prevailing  at 
the  time  the  decision  to  incur  the  cost  was 
made.  Major  considerations  involved  in  the 
determination  of  the  reasonableness  of  a  coat 
are: 

(a)  whether  or  not  the  cost  is  of  a  type 
generally  recognized  as  necessary  for 
the  operation  of  the  institution  or  the 
performttnce  of  the  research  agreement; 
(b)  the  restraints  or  requirements 
imposed  by  such  factors  as  arm’s-length 
bargaining.  Federal  and  State  laws  and 
regulations,  and  research  agreement 
terms  and  conditions;  (c)  whether  or  not 
the  individuals  concerned  acted  with 
due  prudence  in  the  circumstances, 
considering  their  responsibilities  to  the 
institution,  its  employees,  its  students, 
the  Government,  and  the  public  at  large; 
and  (d)  the  extent  to  which  the  actions 
taken  with  respect  to  the  incurrence  of 
the  cost  are  consistent  with  established 
institutional  policies  and  practices 
applicable  to  the  work  of  the  institution 
generally,  including  Government 
research. 

4.  Allocable  costs,  a.  A  cost  is  allocable  to 
a  particular  cost  objective  (i.e..  a  specific 
function,  project  research  agreement 
department  or  the  like)  if  the  goods  or 
services  involved  are  chargeable  or 
assignable  to  such  cost  objective  in 
accordance  with  relative  benefits  received  or 
other  equitable  relationship.  Subject  to  the 
foregoing,  a  cost  is  allocable  to  a  research 
agreement  if  it  is  incurred  solely  to  advance 
the  woric  under  the  research  agreement  or  it 
benefits  both  the  research  agreement  and 
other  work  of  the  institution  in  proportions 
that  can  be  approximated  throujgh  use  of 
reasonable  methods;  or  it  is  necessary  to  the 


overall  operation  of  the  institution  and,  in  the 
light  of  the  standards  provided  in  this 
appendix  is  deemed  to  be  assignable  in  part 
to  organized  research.  Where  the  purchase  of 
equipment  or  other  capital  items  is 
specdficmlly  authorized  under  a  research 
agreement,  the  amounts  thus  authorized  for 
such  purchases  are  allocmble  to  the  research 
agreement  regardless  of  the  use  that  may 
subsequently  be  made  of  the  equipment  or 
other  capital  items  involved. 

b.  Any  costs  allocable  to  a  particular 
research  agreement  under  the  standards 
provided  in  this  appendix  may  not  be  shifted 
to  other  research  agreements  in  order  to  meet 
deficiencies  caused  by  overruns  or  other  fund 
considerations,  to  avoid  restrictions  imposed 
by  law  or  by  tenps  of  the  research  agreement, 
or  for  other  reasons  of  convenience. 

5.  Applicable  credits,  a.  The  term 
applicable  credits  refers  to  those  receipt  or 
negative  expenditure  types  of  transactions 
which  operate  to  offset  or  reduce  expense 
itenu  that  cue  allocmble  to  resecu'ch 
agreements  as  direct  or  indirect  costs. 

Typical  examples  of  such  transactions  are: 
purchase  discounts,  rebates,  or  allowances; 
recoveries  or  indemnities  on  losses;  sales  of 
scu’ap  or  incidental  servic:es:  and  adjustments 
of  overpayments  or  erroneous  charges. 

b.  In  some  instances,  the  amounts  received 
from  the  Federal  Government  to  fincmce 
institutional  activities  or  service  operations 
should  be  treated  as  applicable  credits. 
Specifically,  the  concept  of  netting  such 
cnedit  items  against  related  expenditures 
should  be  applied  by  the  institution  in 
determining  the  rates  or  amounts  to  be 
charged  to  Government  research  for  services 
rendered  whenever  the  facilities  or  other 
resources  used  in  providing  such  services 
have  been  financed  directly,  in  whole  or  in 
part,  by  Federal  funds.  (See  sections  F.e., 
).10.b.,  and  ).37.  for  areas  of  potential 
application  in  the  matter  of  direct  Federal 
financing.) 

8.  Costs  incurred  by  State  and  local 
governments.  Costs  incurred  or  paid  by  State 
or  local  governments  in  behalf  of  educational 
institutions  for  certain  personnel  benefit 
programs  such  as  pension  plans,  FICA,  and 
any  other  costs  specifically  disbursed  in 
behalf  of  and  in  direct  benefit  to  the 
institutions,  are  allowable  costs  of  such 
institutions  whether  or  not  these  costs  are 
recorded  in  the  accounting  records  of  such 
institutions,  subject  to  the  following; 

a.  Such  costs  meet  the  requirements  of 
sections  C.l.  through  C.5. 

b.  Such  costs  are  properly  supported  by 
cost  allocation  plans  in  accordance  tvith 
Appendix  C  to  this  part 

c.  Sued)  costs  are  not  otherwise  borne 
directly  or  indirectly  by  the  Federal 
Government 

D.  Direct  Costs 

1.  General  Direct  costs  are  those  costs 
which  can  be  identified  specifically  with  a 
particular  research  project  an  instructional 
activity  or  any  other  institutional  activity  or 
which  can  be  directly  assigned  to  such 
activities  relatively  easily  with  a  high  degree 
of  accuracy. 
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2.  Apf^ication  to  ntearch  agreements. 
Identifiable  benebt  to  the  reaearch  worii 
rather  dian  tha  nature  of  the  gooda  and 
aervioea  involved  ia  the  determining  factor  in 
distinguiahing  direct  from  indirect  coats  of 
reseat  agreements.  Typical  tranaactiona 
chargeable  to  a  reaearch  agreement  as  direct 
costa  are  the  compensation  of  employees  for 
performance  of  work  under  the  reaearch 
agreement  including  related  staff  benefit  and 
pension  plan  costs  to  the  extent  that  such 
items  are  consistently  treated  by  the 
educational  institution  as  direct  rather  than 
indirect  costs:  the  costs  of  materials 
consumed  at  expended  in  the  performance  of 
such  work;  and  other  items  of  expense 
incurred  for  the  research  agreement, 
including  extraordinary  utility  consumption. 
The  cost  of  materials  supplied  from  stock  or 
services  rendered  by  sp^alized  facilities  or 
other  iiutitutional  service  operatioirs  may  be 
included  as  direct  costs  of  research 
agreements  provided  such  items  are 
consistently  treated  by  the  institution  as 
direct  rather  than  indirect  costs  and  are 
charged  under  a  recognized  method  of  costing 
or  pricing  designed  to  recover  only  actual 
costs  and  conforming  to  generally  accepted 
cost  accounting  practices  consistently 
followed  by  the  institution. 

E.  Indirect  Costs 

1.  General.  Indirect  costs  are  diose  that 
have  been  incurred  for  common  or  joint 
objectives  and  therefore  carmot  be  identified 
specifically  with  a  particular  researdi 
project  an  instructional  activity  or  any  other 
institutional  activity.  At  educational 
institutions  such  costs  normally  are  classified 
under  the  following  functional  categories: 
general  administration  and  general  expenses: 
researdi  administration  expenses:  operation 
and  maintenance  expenses:  library  expenses: 
and  departmental  administration  expenses. 

2.  Criteria  for  distribution — a.  Base  period. 
A  base  period  for  distribution  of  indirect 
costs  is  the  period  during  which  such  costs 
are  incurred  and  accumulated  for  distribution 
to  work  performed  within  that  period.  The 
base  period  normally  should  coincide  with 
the  fiscal  year  established  by  the  institution, 
but  in  any  event  the  base  period  should  be  so 
selected  as  to  avoid  inequities  in  the 
distribution  of  costs. 

b.  Need  for  cost  groupings.  The  overall 
objective  of  the  allocation  and  apportionment 
process  is  to  distribute  the  indir^  costs 
described  in  section  P  to  organized  research, 
iiutruction.  and  other  activities  in  reasonable 
proportions  consistent  with  the  nature  and 
extent  of  the  use  of  the  institution’s  resources 
by  research  personnel  academic  staff, 
students,  and  other  persoimel  or 
organizations.  In  order  to  achieve  this 
objective,  it  may  be  necessary  to  provide  for 
selective  distribution  by  establishing 
separate  groupings  of  cost  within  one  or  more 
of  the  functional  categories  of  indirect  costs 
referred  to  in  section  E.1.  In  general  the  cost 
groupings  established  within  a  functional 
category  should  constitute,  in  each  case,  a 
pool  of  those  items  of  expense  that  are 
considered  to  be  of  like  daracter  in  terms  of 
their  relative  contribution  to  (or  degree  of 
remoteness  frxim)  the  particular  cost 


objectives  to  which  distribution  is 
appropriate.  Cost  groupings  should  be 
established  considering  the  general  guides 
provided  ia  c.  below.  Each  such  pool  or  cost 
grouping  should  then  be  distributed 
individually  to  the  appertaining  cost 
objectives,  using  the  Astribution  base  or 
method  most  appropriate  in  the  light  of  the 
guides  set  oat  in  d.  below. 

c.  General  considerations  on  cost 
groupings.  The  extent  to  which  separate  cost 
groupings  and  selective  distribution  would  be 
appropriate  at  an  institution  is  a  matter  of 
judgment  to  be  determined  on  a  case-by-case 
basis.  Typical  situations  which  may  warrant 
the  establishment  of  two  or  more  separate 
cost  groups  (based  on  account  classification 
or  analysis)  within  a  functional  category 
include  but  are  not  limited  to  the  following: 

(1)  Where  certain  Hems  or  categories  of 
expense  relate  solely  to  one  of  the  three 
major  divisions  of  the  institution  (instruction, 
organized  researdi  or  other  institutional 
activities)  or  to  any  two  but  not  the  third, 
such  expenses  should  be  set  aside  as  a 
separate  cost  grouping  for  direct  assignment  x 
or  selective  distribution  in  accordance  with 
the  guides  provided  in  b.  above  and  d.  below. 

(2)  Where  any  types  of  expense  ordinarily 
treated  as  general  administration  and  general 
expenses  or  departmental  administration 
expenses  are  (barged  to  research  agreements 
os  direct  costs,  the  similar  type  expenses 
applicable  to  other  activities  of  the  institution 
must,  tiirou^  separate  cost  groupings,  be 
exduded  frm  the  indirect  costs  allocable  to 
those  research  agreements  and  included  in 
the  direct  cost  of  other  activities  for  cost 
allocation  purposes. 

(3)  WhsR  it  ia  determined  timt  certain 
expenses  aK  for  the  support  of  a  service  unit 
or  facility  whose  output  is  susceptible  of 
measurement  on  a  workload  or  other 
quantitative  basis,  such  expenses  should  be 
set  aside  as  a  separate  cost  grouping  for 
distribution  on  such  basis  to  organized 
research  and  other  activities  at  the  institution 
or  within  the  department 

(4)  Where  organized  activities  (including 
identifiable  segments  of  organized  research 
as  well  as  the  activities  died  in  secticm  B.4.) 
provide  their  own  purchasing,  personnel 
administration,  building  maintenance  w 
similar  service,  the  distribution  of  general 
administration  and  general  expenses  or 
operation  and  maintenance  expenses  to  such 
activities  should  be  accomplished  through 
cost  groupings  which  include  only  that 
portion  of  central  indirect  costs  (such  as  for 
overall  management)  which  are  properly 
allocable  to  such  activities. 

(5)  Where  the  institution  elects  to  treat  as 
indirect  charges  the  cost  of  the  pension  plan 
and  other  staff  benefits,  such  costs  should  be 
set  aside  as  a  separate  cost  grouping  for 
selective  distribution  to  appertaining  cost 
objectives,  including  organized  research. 

(6)  He  number  of  separate  cost  groupings 
within  a  functional  category  should  be  held 
within  practical  limits,  ahet  taking  into 
consideration  the  materiality  of  the  amounts 
involved  and  the  degree  of  precision 
attainable  through  less  selective  methods  of 
distributioiL 


d.  Selection  of  distribution  method.  (1) 
Actual  conditions  must  be  taken  into  account 
in  selecting  the  method  or  base  to  be  used  in 
distributing  to  applicable  cost  objectives  the 
expenses  assembled  under  each  of  the 
in^vidual  cost  groupings  established  as 
indicated  under  b.  above.  Where  a 
distribution  can  be  made  by  assignment  of  a 
cost  grouping  directly  to  the  erea  benefited, 
the  distribution  should  be  made  hi  that 
maimer.  Where  die  expenses  under  a  cost 
grouping  are  more  general  in  nature,  the 
distribution  to  appertaining  cost  objectives 
should  be  made  through  use  of  a  selected 
base  which  will  produce  results  that  are 
equitable  to  both  the  Government  and  the 
institution.  In  general  any  cost  element  or 
cost-related  factor  associated  with  the 
institution’s  woih  is  potentially  adaptable  for 
use  as  a  distribution  base  provided  (a)  it  can 
readily  be  expressed  in  terms  of  dollars  or 
other  quantitative  measure  (total  direct 
expenditures,  direct  salaries,  man-hours 
applied,  square  feet  utilized,  hours  of  usage, 
number  of  documents  processed,  population 
served,  and  the  like):  and  (b)  it  is  common  to 
the  appertaining  cost  objectives  during  the 
base  period. 

(2)  Results  of  cost  analysis  studies  may  be 
used  when  they  result  in  more  accurate  and 
equitable  distribution  of  costs.  Such  cost 
analysis  studies  may  take  into  consideration 
weighting  factors,  population,  or  space 
occupied  if  they  produce  equitable  results. 
Cost  analysis  studies,  however,  should  (a)  be 
appropriately  documented  in  sufficient  detail 
for  subsequent  review  by  the  cognizant 
Federal  agency,  (b)  distribute  the  indirect 
costs  to  the  appertaining  cost  objectives  in 
accord  with  the  relative  benefits  derived,  (c) 
be  conducted  to  fairly  reflect  the  true 
conditions  of  the  activity  and  to  cover 
representative  transactions  for  a  reasonable 
period  of  time,  (d)  be  performed  specifically 
at  tile  institution  at  which  tiie  results  are  to 
be  used,  and  (e)  be  updated  periodically  and 
used  consistentiy.  Any  assumptions  made  in 
the  study  will  be  sufficiently  supported.  The 
use  of  cost  analysis  studies  and  periodic 
changes  in  the  method  of  cost  distribution 
must  be  fully  justified. 

(3)  The  essential  consideration  in  selection 
of  the  distribution  base  in  each  instance  is 
that  it  be  the  one  best  suited  for  assigning  the 
pool  of  costs  to  appertaining  cost  objectives 
in  accord  with  the  relative  benefits  derived: 
the  traceable  cause  end  effect  relationship:  or 
logic  and  reason,  where  neither  benefit  nor 
cause  and  effect  relationship  is  determinable. 

3.  Administration  of  limitations  on 
allowances  for  research  costs.  Research 
agreements  may  be  subject  to  statutory  or 
administrative  policies  that  limit  the 
allowance  of  research  costs.  When  the 
maximum  amount  allowable  under  a 
statutory  limitation  or  the  terms  of  a  research 
agreement  is  less  than  the  amount  otherwise 
reimbursable  under  this  Appendix,  the 
amount  not  recoverable  u^er  that  research 
agreement  may  not  be  charged  to  other 
research  agreements. 
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F.  Identification  and  Assignment  of  Indirect 
Costs 

1.  General  administration  and  general 
expenses,  a.  The  expenses  under  this  heading 
are  those  that  have  been  incurred  for  the 
general  executive  and  administrative  ofiices 
of  educational  institutions  and  other  * 
expenses  of  a  general  character  which  do  not 
relate  solely  to  any  major  division  of  the 
institution;  i.e.,  solely  to  (1)  instruction,  (2) 
organized  research,  or  (3)  other  institutional 
activities.  The  general  administration  and 
general  expense  category  should  also  include 
the  stafi  benefit  and  pension  plan  costs 
applicable  to  the  salaries  and  wages  included 
therein,  an  appropriate  share  of  the  costs  of 
the  operation  and  maintenance  of  the 
physical  plant,  and  charges  representing  use 
allowances  and/or  depreciation  applicable  to 
the  buildings  and  equipment  utilized  in 
performing  the  functions  represented 
thereunder. 

b.  The  expenses  included  in  this  category 
may  be  apportioned  and  allocated  on  the 
basis  of  total  expenditures  exclusive  of 
capital  expenditures  in  situations  where  the 
results  of  the  distribution  made  on  this  basis 
are  deemed  to  be  equitable  both  to  the 
Government  and  the  institution;  otherwise 
the  distribution  of  general  administration  and 
general  expenses  should  be  made  through  use 
of  selected  bases  applied  to  separate  cost 
groupings  established  «vithin  this  category  of 
expenses  in  accordance  with  the  guides  set 
out  in  section  E.2.d. 

2.  Research  administration  expenses,  a. 

The  expenses  under  this  heading  are  those 
that  have  been  incurred  by  a  separate 
organization  or  identifiable  administrative 
unit  established  solely  to  administer  the 
research  activity,  including  such  functions  as 
contract  administration,  security,  purchasing, 
personnel  administration,  and  editing  and 
publishing  of  research  reports.  They  include 
the  salaries  and  expenses  of  the  head  of  such 
research  organization,  his  assistants,  and 
their  immediate  secretarial  stafi  together  with 
the  salaries  and  expenses  of  personnel 
engaged  in  supporting  activities  maintained 
by  the  research  organization,  such  as  stock 
rooms,  stenographic  pools,  and  the  like.  The 
salaries  of  members  of  the,  professional  staff 
whose  appointments  or  assignments  involve 
the  performance  of  such  administrative  work 
may  also  be  included  to  the  extent  that  the 
portion  so  charged  to  research  administration 
is  supported  as  required  by  section  ).7.  The 
research  administration  expense  category 
should  also  include  the  stafi  benefit  and 
pension  plan  costs  applicable  to  the  salaries 
and  wages  included  therein,  an  appropriate 
share  of  the  costs  of  the  operation  and 
maintenance  of  the  physical  plant,  and 
charges  representing  use  allowance  and/or 
depreciation  applicable  to  the  buildings  and 
equipment  utilized  in  performing  the 
functions  represented  thereunder. 

b.  The  expenses  included  in  this  category 
should  be  allocated  to  organized  research 
and,  where  necessary,  to  departmental 
research  or  to  any  other  benefiting  activities 
on  any  basis  reflecting  the  proportion  fairly 
applicable  to  each.  (See  section  E.2.d.) 

3.  Operation  and  maintenance  expenses,  a. 
The  expenses  under  this  heading  are  those 


that  have  been  incurred  by  a  central  service 
organization  or  at  the  departmental  level  for 
the  administration,  supervision,  operation, 
maintenance,  preservation,  and  protection  of 
the  institution's  physical  plant.  They  include 
expenses  normally  incurred  for  such  items  as 
janitorial  and  utility  services;  repairs  and 
ordinary  or  normal  alterations  of  buildings, 
furniture  and  equipment;  and  care  of  grounds 
and  maintenance  and  operation  of  buildings 
and  other  plant  facilities.  The  operation  and 
maintenance  expense  category  should  also 
include  the  stafi  benefit  and  pension  plan 
costs  applicable  to  the  salaries  and  wages 
included  therein,  and  charges  representing 
use  allowance  and/or  depreciation 
applicable  to  the  buildings  and  equipment 
utilized  in  performing  the  functions 
represented  thereunder. 

b.  The  expenses  included  in  this  category 
should  be  apportioned  and  allocated  to 
applicable  cost  objectives  in  a  manner 
consistent  with  the  guides  provided  in  section 
E.2.  on  a  basis  that  gives  primary  emphasis  to 
space  utilization.  The  allocations  and 
apportionments  should  be  developed  as 
follows:  (1)  where  actual  space  and  related 
cost  records  are  available  or  can  readily  be 
developed  and  maintained  without 
significant  change  in  the  accounting 
practices,  the  amoimt  distributed  should  be 
based  on  such  records;  (2)  where  the  space 
and  related  cost  records  maintained  are  not 
sufficient  for  purposes  of  the  foregoing,  a 
reasonable  estimate  of  the  proportion  of  total 
space  assigned  to  the  various  cost  objectives 
normally  suffice  as  a  means  for  effecting 
distribution  of  the  amounts  of  operation  and 
maintenance  expenses  involved;  or  (3)  where 
it  can  be  demonstrated  that  an  area  or 
volume  of  space  basis  of  allocation  is 
impractical  or  inequitable,  other  bases  may 
be  used  provided  consideration  is  given  to 
the  use  of  facilities  by  research  personnel 
and  others,  including  students. 

4.  Library  expenses,  a.  The  expenses  under 
this  heading  are  those  that  have  been 
incurred  for  the  operation  of  the  library, 
including  the  cosU  of  books  and  library 
materials  purchased  for  the  library,  less  any 
items  of  library  income  that  qualify  as 
applicable  credits  under  section  C.5.  The 
library  expense  category  should  also  include 
the  staff  benefit  and  pension  plan  costs 
applicable  to  the  salaries  and  wages  included 
therein,  an  appropriate  share  of  the  costs  of 
the  operation  and  maintenance  of  the 
physical  plant,  and  charges  representing  the 
allowances  and/or  depreciation  applicable  to 
the  buildings  and  equipment  utilized  in  the 
performance  of  the  functions  represented 
thereunder.  Costs  incurred  in  the  purchases 
of  rare  books  (museum-type  books)  with  no 
research  value  should  not  be  allocated  to 
Government-sponsored  research. 

b.  The  expenses  included  in  this  category 
should  be  allocated  on  the  basis  of 
population  including  students  and  other 
users.  Where  the  results  of  the  distribution 
made  on  this  basis  are  deemed  to  be 
inequitable  to  the  Government  or  the 
institution,  the  distribution  should  then  be 
made  on  a  selective  basis  in  accordance  with 
the  guides  set  out  in  section  E.2.  Such 
selective  distribution  should  be  made  through 


use  of  reasonable  methods  which  give 
adequate  recognition  to  the  utilization  of  the 
library  attributable  to  faculty,  research 
personnel,  students  and  others.  The  metliod 
used  will  be  based  on  data  developed 
periodical!;,  on  the  respective  institution's 
experience  for  representative  periods. 

5.  Departmental  administration  expenses. 
a.  The  expenses  under  this  heading  ere  those 
that  have  been  incurred  in  academic  deans' 
offices,  academic  departments  and  orga  nized 
research  units  such  as  institutes,  study 
centers  and  research  centers  for 
administrative  and  supporting  services  which 
benefit  common  or  joint  departmental 
activities  or  objectives.  They  include  the 
salaries,  and  expenses  of  deans  or  heads,  or 
associate  deans  or  heads,  of  colleges, 
schools,  departments,  divisions,  or  organized 
research  units,  and  their  administrative  staffs 
together  with  the  salaries  and  expenses  of 
personnel  engaged  in  supporting  activities 
maintained  by  the  department,  such  as 
stockrooms,  stenographic  pools,  and  the  like, 
provided  such  supporting  services  caimot  be 
directly  identified  with  a  specific  research 
project  with  an  instructional  activity  or  with 
any  other  institutional  activity.  The  saluries 
of  other  members  of  the  professional  stafi 
whose  appointments  or  assigiunents  involve 
the  performance  of  such  administrative  work 
may  also  be  included  to  the  extent  that  the 
portion  so  charged  to  departmental 
administration  expenses  is  supported  as 
required  by  section  }.7.  The  departmental 
administration  expense  category  should  also 
include  the  staff  benefit  and  pension  plan 
costs  applicable  to  the  salaries  and  wages 
included  therein,  an  appropriate  share  of  the 
costs  of  the  operation'and  maintenance  of  the 
physical  plant,  and  charges  representing  use 
allowances  and/or  depreciation  appliaible  to 
the  buildings  and  equipment  utiliz^  in 
performing  the  functions  represented 
thereunder. 

b.  The  distribution  of  departmental 
administration  expenses  should  be  made 
through  use  of  selected  bases  applied  to  cost 
groupings  established  within  this  category  of 
expenses  in  accordance  with  the  guides  set 
out  in  section  E.2.d. 

6.  Setoff  for  indirect  expenses  otherwise 
provided  for  by  the  Government,  a.  The  items 
to  be  accumulated  under  this  heading  are  the 
reimbursements  and  other  receipts  from  the 
Federal  Government  which  are  used  by  the 
institution  to  support  directly,  in  whole  or  in 
part,  any  of  the  administrative  or  service 
(indirect)  activities  described  in  the  foriigoing 
(sections  F.l.  through  F.5.).  They  include  any 
amounts  thus  applied  to  such  activities  which- 
may  have  been  received  pursuant  to  an 
institutional  base  grant  or  any  similar 
contractual  arrangement  with  the  Federal 
Government  other  than  a  research  agreement 
as  herein  defined  (section  B.3). 

b.  The  sum  of  the  items  in  this  group  ahall 
be  treated  as  a  credit  to  the  total  indirect  cost 
pool  before  it  is  apportioned  to  organizixl 
research  and  to  other  activities.  Such  setoff 
shall  be  made  prior  to  the  determination  of 
the  indirect  cost  rate  or  rates  as  provided  in 
section  G. 
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G.  Detanniiiatioa  and  AppDcatioa  of  Indirect 
Coat  Rate  or  Rates 

1.  IndirBct  (xmt  pools,  a.  Subject  to  b. 
below,  indirect  costs  allocated  to  organized 
research  should  be  treated  as  a  common  pool, 
and  the  costs  in  such  common  pool  should 
then  be  distributed  to  individual  research 
agreements  benefiting  therefiom  on  a  single 
rate  basis. 

b.  In  some  instances  a  single  rate  basis  for 
use  across  the  board  on  all  Government 
research  at  an  institution  may  not  be 
appropriate,  since  it  would  not  take  into 
account  those  different  environmental  factors 
which  may  affect  substantially  the  indirect 
costs  appUcable  to  a  particular  segment  of 
Government  research  at  the  institution.  For 
this  purpose,  a  particular  segment  of 
Government  research  may  be  that  performed 
under  a  single  research  agreement  or  it  may 
consist  of  raseardi  under  a  group  of  research 
agreements  performed  in  a  common 
environment  The  environmental  factors  are 
not  limited  to  the  physical  location  of  the 
work.  Other  important  factors  are  the  level  of 
the  administrative  support  required,  the 
nature  of  the  facilities  or  other  resources 
employed,  the  scientific  disciplines  or 
techniul  skills  involved,  the  organizational 
arrangements  used,  or  any  combination 
thereof.  Where  a  particular  segment  of 
Government  research  is  performed  within  an 
environment  which  appears  to  generate  a 
significantly  different  level  of  indirect.costs, 
provision  should  be  made  for  a  separate 
indirect  cost  pool  applicable  to  such  work. 
The  separate  indirect  cost  pool  should  be 
developed  during  the  course  of  the  regular 
distribution  process,  and  the  separate 
indirect  cost  rate  resulting  therefrom  should 
be  utilized  provided  it  is  determined  that  (1) 
such  indirect  cost  rate  differs  significantly 
fixm  that  wdiich  would  have  obtained  under 
a.  above,  and  (2)  the  volume  of  research  work 
to  which  such  rate  would  apply  is  material  in 
relation  to  other  Government  research  at  the 
institution. 

2.  The  distribution  base.  Indirect  costs, 
allocated  to  organized  research  should  be 
distributed  to  applicable  research  agreements 
on  the  basis  of  direct  salaries  and  wages.  For 
this  purpose,  an  indirect  cost  rate  shodd  be 
determined  for  each  of  the  separate  indirect 
cost  pools  developed  pursuant  to  section  G.l. 
The  rate  in  each  case  should  be  stated  as  the 
percentage  which  the  amount  of  the 
particular  indirect  cost  pool  is  of  the  total 
direct  salaries  and  wages  of  all  research 
agreements  identified  with  such  pool.  For  the 
purpose  of  establishing  an  indirect  cost  rate, 
dir^  salaries  and  wajges  may  include  that 
portion  contributed  to  the  research  by  the 
institution  for  cost  sharing  or  other  purposes. 
Bases  other  than  salaries  and  wages  may  be 
used  provided  it  can  be  demonstrated  that 
they  produce  more  equitable  results. 

S.  Negotiated  lump  sum  for  indirect  costs. 

A  negotiated  fixed  amount  in  lieu  of  indirect 
costs  may  be  appropriate  for  self-contained, 
off-oauqms.  or  prfan^ly  suboontracted 
research  activities  whssa  the  benefits  derived 
from  an  insfitntion's  ixMirect  services  caimot 
be  readily  determined.  Such  amount 
negotiate  hi  lieo  of  iiKfirect  costs  will  be 
treated  as  an  offset  to  total  indirect  expenses 


before  apportionment  to  instruction, 
organized  researdi,  and  other  institutional 
activities.  The  base  on  which  such  remaining 
expenses  are  allocated  should  be 
approximately  adjusted. 

4.  Predetermine  fixed  rates  for  indirect 
costs.  Public  Uw  87-638  (76  Stat  437) 
authorizes  the  use  of  predetermined  fixed 
rates  in  determining  the  indirect  costs 
applicable  under  research  agreements  with 
educational  institutions.  The  stated 
objectives  of  the  law  are  to  simplify  the 
administration  of  cost-type  research  and 
development  contracts  (including  grants) 
with  educational  institutions,  to  facilitate  the 
preparation  of  their  budgets,  and  to  permit 
more  expeditious  doseout  of  such  contracts 
when  the  work  is  completed.  In  view  of  the 
potential  advantages  offmred  by  this 
procedure,  consideration  should  be  given  to 
the  negotiation  of  predetermined  fixed  rates 
for  indirect  costs  in  those  situations  where 
the  cost  experience  and  other  pertinent  facts 
available  are  deemed  sufficient  to  enable  the 
parties  involved  to  reach  an  informed 
judgment  as  to  the  iwobable  level  of  indirect 
costs  during  the  ensuing  accounting  period. 

5.  Negotiated  fixed  rates  and  carryforward 
provisions.  When  a  fixed  rate  is  negotiated  in 
advance  for  a  fiscal  yesx  (or  other  time 
period),  the  over-  or  under-recovery  for  that 
year  may  be  included  as  an  adjustment  to  the 
indirect  cost  for  the  next  rate  negotiation. 
When  the  rate  is  negotiated  before  the 
carryforward  adjustment  is  determined  due 
to  the  delay  in  audit,  the  carryforward  may 
be  applied  to  the  next  subsequent  rate 
negotiation.  When  such  adjustments  are  to  be 
made,  each  fixed  rate  negotiated  in  advance 
for  a  given  period  will  be  computed  by 
applying  the  expected  indirect  costs  allocable 
to  Government  research  for  the  forecast 
period  plus  or  minus  the  carryforward 
adjustment  (over-  or  under-recovery)  from  the 
prior  period,  to  the  forecast  distribution  base. 
Unrecovered  amounts  under  lump-sum 
agreements  or  cost-sharing  provisions  of 
prior  years  shall  not  be  carried  forward  for 
consideration  in  the  new  rate  negotiation. 
There  most  however,  be  an  advance 
understanding  in  each  case  between  the 
institution  and  file  cognizant  Federal  agency 
as  to  whefiier  these  differences  will  be 
considered  in  the  rate  negotiation  rather  than 
making  the  determination  after  the 
differences  are  known.  Further,  institutions 
electing  to  use  this  carryforward  provision 
may  not  subsequently  change  without  prior 
approval  of  the  cognizant  Federal  agency.  In 
tte  event  that  an  institution  returns  to  a 
postdetennined  rate,  any  over-  or  nnder- 
reoovery  daring  the  period  in  which 
negotiated  fixed  rates  and  carryforward 
provisions  were  followed  will  ^  included  in 
the  subsequent  postdetennined  rates.  Where 
multiple  rates  are  used,  the  same  procedure 
will  ^  applicable  for  determining  each  rate. 
This  procedure  also  applies  to  rates 
established  for  grants  and  contracts  for 
training  and  ofiier  educational  servlo-  *<«. 
does  not  apply  to  cost-type  research 
agreements  covering  woric  perfoinuKi  in 
wholly  or  partially  Government-owned 
facilities. 


H.  SimpUAed  Method  for  Small  fawtitations 

1.  General  a.  Where  the  total  direct  cost  of 
all  federally  supported  work  under  research 
and  educational  service  agreements  at  an 
institution  does  not  exceed  $1  million  in  a 
fiscal  year  (excluding  (firect  payments  by  the 
institution  to  participants  under  educational 
service  agreements  for  stipends,  support,  and 
similar  costs  requiring  little,  if  any.  indirect 
cost  support),  the  use  of  the  abbreviated 
procedure  described  in  2,,  below,  may  be 
used  in  determining  allowable  indirect  costs. 
Under  this  abbreviated  procedure,  the 
institution's  most  recent  annual  financial 
report  and  immediately  available  supporting 
infonnatiou.  with  salaries  and  wages 
segregated  fiem  other  costs,  will  be  utilized 
as  a  basis  for  determining  the  indirect  cost 
rate  applicable  both  to  federally  supported 
reseai^  and  educational  service  agreements. 

b.  The  rigid  formula  approach  provided 
under  this  abbreviated  procedure  should  not 
be  used  where  it  produces  results  which 
appear  inequitable  to  the  Government  or  the 
institutioa.  In  any  such  case,  indirect  costs 
should  be  determined  through  use  of  the 
regular  procedure. 

2.  Abbreviated  procedure,  a.  Establish  the 
total  amount  of  salaries  and  wages  paid  to  all 
employees  of  the  institution. 

b.  Establish  an  indirect  cost  pool  consisting 
of  the  expenditures  (exclusive  of  capital 
items  and  other  costs  specifically  identified 
as  unallowable)  which  customarily  are 
classified  under  the  following  titles  or  fiieir 
equivalents: 

(1)  General  administration  and  general 
expenses  (exclusive  of  costs  of  student 
administration  and  services,  student  aid, 
student  activities,  and  scholarships). 

(2)  Operation  and  maintenance  of  physical 
plwt. 

(3)  Library. 

(4)  Department  administration  expenses, 
which  will  be  computed  as  20  percent  of  the 
salaries  and  expenses  of  deans  and  heads  of 
departments. 

In  those  cases  where  expenditures 
classified  under  2.b4l)  and  2.b.(2)  have 
previously  been  allocated  to  othm 
institutional  activities,  they  may  be  included 
in  the  indirect  cost  pooL  The  total  amount  of 
salaries  and  wages  included  in  the  indirect 
cost  pool  roust  be  separately  identified. 

c.  Establish  a  salary  and  wage  distribution 
base,  determined  by  deducting  from  the  total 
of  salaries  and  wages  as  estaUished  under 
2.a.  the  amount  of  salaries  and  wages 
included  under  2J>. 

d.  Estabhdi  the  indirect  cost  rate, 
determined  by  dividing  the  amount  in  the 
indirect  cost  pool  2J>.  by  the  amount  of  the 
distribution  base  2x. 

e.  Apply  the  indirect  cost  rate  established 
to  direct  salaries  and  wages  for  individual 
agreements  to  determine  file  amount  of 
indirect  costs  allocable  to  such  agreemente. 

I.  (Roaorved) 

).  General  Standards  for  Selected  Items  of 
Coat 

Sections  ).l.  through  ).46.  provide  standards 
to  be  applied  in  establishing  the  allowability 
of  certain  items  involved  in  determining  cost. 
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TheM  •tandards  ahould  apply  irrespective  of 
whether  a  particular  item  of  cost  is  properiy 
treated  as  direct  cost  or  indirect  cost  Failure 
to  mention  a  particular  item  of  cost  in  the 
standards  is  not  intended  to  imply  that  it  is 
either  allowable  or  unallowable;  rather 
determination  as  to  allowability  in  each  case 
should  be  based  on  the  treatment  or 
standards  provided  for  similar  or  related 
items  of  cost  In  case  of  discrepancy  between 
the  provisitHU  of  a  specific  research 
agreement  and  the  applicable  standards 
provided,  the  provisions  of  the  research 
agreement  should  govern. 

1.  Advertiaing  coata.  The  term  advertising 
costs  means  the  costs  of  advertising  media 
and  corollary  administrative  costs. 
Advertising  media  include  magazines, 
newspapers,  radio  and  television  programs, 
direct  mail  exhibits,  and  the  like.  The  only 
advertising  costs  allowable  are  those  which 
are  solely  for  (a)  Hie  recruitment  of 
personnel  required  for  the  performance  by 
the  institution  of  obligations  arising  under  the 
research  agreement,  when  considered  in 
confunction  with  all  other  recruitment  costs, 
as  set  forth  in  J.32;  (b)  the  procurement  of 
scarce  items  for  the  performance  of  the 
research  agreement;  or  (c)  the  disposal  of 
scrap  or  surplus  materials  acquired  in  the 
performance  of  the  research  agreement.  Costs 
of  this  nature,  if  incurred  for  more  than  one 
research  agreement  or  for  both  research 
agreement  woric  and  other  work  of  the 
institution,  are  allowable  to  the  extent  that 
the  principles  in  sections  D  and  E  are 
bbsmed. 

2.  Bad  debta.  Any  losses,  whether  actual  or 
estimated  arising  from  uncollectible  accounts 
and  other  claims,  related  collections  costs, 
and  related  legal  costs,  are  unallowable. 

3.  Capitol  expendituraa.  The  costs  of 
equipment  buildings,  and  repairs  which 
materially  increase  the  value  or  useful  life  of 
buildings  or  equipment  are  unallowable 
except  as  proidded  for  in  the  research 
agreement.  Government  funds  shall  not  be 
used  for  the  acquisition  of  land,  or  any 
interest  therein,  except  with  the  specific  prior 
approval  of  the  sponsoring  agency. 

4.  Civil  defenae  coats.  Civil  defense  costs 
are  those  incurred  in  planning  for.  and  the 
protection  of  life  and  property  against  the 
possible  efiects  of  enemy  attack.  Reasonable 
costs  of  civil  defense  measures  (including 
costs  in  excess  of  normal  plant  pro-  tection 
costs,  first-aid  training  and  supplies, 
firefighting  training,  posting  of  additional  exit 
notices  and  directions,  and  other  approved 
civil  defense  measures)  undertaken  on  the 
institution's  premises  pursuant  to  suggestions 
or  requirements  of  civil  defense  authorities 
are  allowable  when  distributed  to  all 
activities  of  the  institution.  Capital 
expenditures  for  dvil  defense  purposes  nvill 
not  be  allowed,  but  a  use  allowance  or 
depredation  may  be  permitted  in  accordance 
with  provisions  set  forth  in  section  J.IO.  Costs 
of  local  dvil  defense  projects  not  on  the 
institution’s  premises  are  unallowable. 

5.  Commencement  and  convocation  costa. 
Costs  incurred  lor  commencements  and 
convocations  apply  only  to  instruction  and 
therefore  are  not  allocable  to  research 


agreements,  either  as  direct  costs  or  indirect 
costs. 

6.  Communication  coata.  Costs  incurred  for 
telephone  services,  local  and  long-distance 
telephone  calls,  telegrams,  radiograms, 
postage  and  the  like,  are  allowable. 

7.  Compensation  for  personal  services — a. 
General.  Compensation  for  personal  services 
covers  all  remuneration  paid  currently  or 
accured  to  the  institution  for  services  of 
employees  rendered  during  the  period  of 
performance  under  Government  research 
agreements.  Such  remuneration  indudes 
salaries,  wages,  staff  benefits  (see  section 
J.39.),  and  peiuion  plan  costs  (see  section 
).23.).  The  costs  of  such  remuneration  are 
allowable  to  the  extent  that  the  total 
compensation  to  individual  employees  is 
reasonable  for  the  services  render^  and 
conforms  to  the  established  policy  of  the 
institution  consistently  applied,  and  provided 
that  the  charges  for  work  performed  directly 
on  Government  research  agreements  and  for 
other  work  allocable  as  indirect  costs  to 
organized  research  are  determined  and 
supported  as  hereinafter  provided. 

b.  Payroll  distribution.  Amounts  charged  to 
organized  research  for  personal  services, 
except  stipulated  salary  support  regardless 
of  whether  treated  as  direct  costs  or 
allocated  as  indirect  costs,  will  be  based  on 
institutional  payrolls  which  have  been 
approved  and  documented  in  accordance 
with  generally  accepted  institutional 
practices.  Support  for  direct  and  indirect 
allocations  of  personal  service  costs  to  (1) 
instruction,  (2)  organized  research,  and  (3) 
indirect  activities  as  defined  in  section 

or  (4)  other  institutional  activities  as  defined 
in  section  B.4-,  will  be  provided  as  described 
in  a.  d..  e..  and  f^  below. 

c.  Stipulated  salary  support  As  an 
alternative  to  payroll  distribution,  stipulated 
salary  support  amounts  may  be  provided  in 
the  reseat  agreement  for  professorial  stafi, 
any  part  of  whose  compensation  is 
chargeable  to  Government-sponsored 
research.  Stipulated  salary  support  may  also 
be  provided  for  any  other  professionals  who 
are  engaged  part  time  in  sponsored  research 
and  part  time  in  other  woik.  The  stipulated 
salary  support  for  an  individual  will  be 
determined  by  the  Government  and  the 
educational  institution  during  the  proposal 
and  award  process  on  the  basis  of  considered 
judgment  as  to  the  monetary  value  of  the 
contribution  which  the  individual  is  expected 
to  make  to  the  research  project  This 
judgment  will  take  into  account  any  cost 
sharing  by  the  institution  and  such  other 
factors  as  the  extent  of  the  investigator's 
planned  participation  in  the  project  and  his 
ability  to  perform  as  planned  in  the  light  of 
his  other  commitments.  It  will  be  necessary 
for  those  who  review  research  proposals  to 
obtain  information  on  the  total  academic  year 
salary  of  the  faculty  members  involved;  the 
other  research  projects  or  proposals  for 
which  salary  is  allocated;  and  any  other 
duties  they  may  have  such  as  teaching 
assignments,  administrative  assignments, 
number  of  graduate  students  for  which  they 
are  responsible,  or  other  institutional 
activities.  Stipulated  amounts  for  an 


individual  must  not  per  se  result  in  increasing 
his  official  salary  from  the  institution. 

d.  Direct  charges  for  personal  services 
under  payroll  distribution.  The  direct  cost 
charg^  to  organized  research  for  the 
personal  services  of  professorial  and 
professional  staffi  exclusive  of  those  whose 
salaries  are  stipulated  in  the  research 
agreement,  will  be  based  on  institutional 
payroll  systems.  Such  institutional  payroll 
systems  must  be  supported  by  either.  (1)  an 
adequate  appointment  and  workload 
distributkm  system  accompanied  by  monthly 
reviews  performed  by  responsible  officials 
and  a  reporting  of  any  significant  changes  in 
workload  distribution  of  each  professor  or 
professional  staff  member,  or  (2)  a  monthly 
after-the-fact  certification  system  which  will 
require  die  individual  investigators,  deans, 
departmental  chairmen  or  supervisors  having 
first-hand  knowledge  of  the  services 
performed  on  each  research  agreement  to 
report  the  distribution  of  effort  Reported 
changes  will  be  incorporated  during  the 
accounting  period  into  the  payroll 
distributian  system  and  into  the  accounting 
records.  Direct  charges  lot  salaries  and 
wages  of  nonprofessionals  will  be  supported 
by  time  and  attendance  and  payroll 
distribution  records. 

e.  Direct  charges  for  personal  services 
under  stipulated  salaries.  The  amounts 
stipulated  for  salary  support  will  be  treated 
as  direct  costs.  The  stipulated  salary  for  the 
academic  year  will  be  prorated  equally  over 
the  duration  of  the  grant  or  contract  period 
during  the  academic  year,  unless  other 
arrangements  have  been  made  in  the  grant  or 
contract  instrument  No  time  or  effort 
reporting  will  be  required  to  support  these 
amounts.  Special  provisioo  for  summer 
salaries,  or  for  a  particular  '‘off  period"  if 
other  than  summer,  will  be  required.  The 

.  research  agreements  will  state  that  any 
research  covered  by  summer  salary  support 
must  be  carried  out  during  the  summer,  not 
during  the  academic  year,  and  at  locations 
approved  in  advance  in  writing  by  the 
granting  agency.  The  certification  required  in 
section  K  will  attest  to  this  requirement  as 
well  as  all  others  in  a  given  research 
agreement  Stipulated  salary  support  remains 
fixed  during  the  funding  period  of  the  grant  or 
contract  and  will  be  costed  at  the  rate 
described  above  unless  there  is  a  significant 
change  in  performance.  For  example,  a 
significant  change  in  performance  would 
exist  if  the  faculty  member  (1)  was  ill  for  an 
extended  period,  (2)  took  sabbatical  leave  to 
devote  effort  to  duties  unrelated  to  his 
research,  or  (3)  was  required  to  increase 
substantially  his  teaching  assignments, 
administrative  duties,  or  responsibility  for 
more  research  projects.  In  the  latter  event,  it 
«vill  be  the  responsibiKty  of  the  educational 
institution  to  r^uce  the  charges  to  the 
research  agreement  proportionately  or  seek 
an  appropriate  amendment.  In  the  case  of 
those  covered  by  stipulated  salary  support, 
the  auditors  are  no  longer  required  to  review 
the  precise  accuracy  of  time  or  effort  devoted 
to  research  projects.  Rather,  their  reviews 
should  include  steps  to  determine  on  a 
sample  basis  that  an  institution  is  not 
reimbursed  for  more  than  100  percent  of  each 
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faculty  member’s  salary  and  that  the  portion 
of  each  faculty  member  s  salary  charged  to 
Government-sponsored  research  is 
reasonable  in  view  of  his  university  workload 
and  other  commitments.  The  stipulated 
salary  method  may  also  be  agreed  upon  for 
that  portion  of  a  professional's  salary  that 
represents  cost  sharing  by  the  institution. 

f .  Indirect  personal  services  costs. 
Allowable  indirect  personal  services  costs 
will  be  supported  by  the  educational 
institution’s  accounting  system  maintained  in 
accordance  «vith  generally  accepted 
institutional  practices.  Where  a 
comprehensive  accounting  system  does  not 
exist,  the  institution  should  make  periodic 
surveys  no  less  frequently  than  annually  to 
support  the  indirect  personal  services  costs 
for  inclusion  in  the  overhead  pool.  Such 
supporting  documentation  must  be  retained 
for  subsequent  review  by  Government 
officials. 

g.  General  guidance  for  charging  personal 
services.  Budget  estimates  on  a  monthly, 
quarterly,  semester,  or  yearly  basis  do  not 
qualify  as  support  for  charges  to  federally 
sponsored  research  projects  and  should  not 
be  used  unless  confirmed  after  the  fact. 
Charges  to  research  agreements  may  include 
reasonable  amounts  for  activities 
contributing  and  intimately  related  to  work 
under  the  agreement  such  as  preparing  and 
delivering  special  lectures  about  specific 
aspects  of  the  ongoing  research,  writing 
research  reports  and  articles,  participating  in 
appropriate  research  seminars,  consulting 
with  colleagues  and  graduate  students  with 
respect  to  related  research,  and  attending 
appropriate  scientific  meetings  and 
conferences.  In  no  case  should  charges  be 
made  to  federally  sponsored  resear^ 
projects  for  lecturing  or  preparing  for  formal 
courses  listed  in  the  catalog  and  offered  for 
degree  credit  or  for  committee  or 
administrative  work  related  to  university 
business. 

h.  Nonuniversity  professional  activities.  A 
university  must  not  alter  or  waive  university¬ 
wide  policies  and  practices  dealing  with  the 
permissible  extent  of  professional  services 
over  and  above  those  traditionally  performed 
without  extra  university  compensation, 
unless  such  arrangements  are  specifically 
authorized  by  the  sponsoring  agency.  Where 
univesity-wide  policies  do  not  adequately 
define  the  permissible  extent  of 
consultantship  or  other  nonuniversity 
activities  undertaken  for  extra  pay,  the 
Government  may  require  that  the  effort  of 
professional  staff  working  under  research 
agreements  be  allocated  as  between  (1) 
university  activities,  and  (2)  nonuniversity 
professional  activities.  If  the  sponsoring 
agency  should  consider  the  extent  of 
nonuniversity  professional  effort  excessive, 
appropriate  arrangements  governing 
compensation  will  be  negotiated  on  a  case- 
by-case  basis. 

i.  Salary  rates  for  academic  year.  Chaiges 
for  work  performed  on  Government  research 
by  faculty  members  during  the  academic  year 
will  be  based  on  the  individual  faculty 
member’s  regular  compensation  for  the 
continuous  period  which,  under  the  practice 
of  the  institution  concerned,  constitutes  the 


basis  of  his  salary.  Charges  for  work 
performed  on  research  agreements  during  all 
or  any  portion  of  such  period  would  be 
allowable  at  the  base  salary  rate.  In  no  event 
will  the  charge  to  research  agreements, 
irrespective  of  the  basis  of  computation, 
exceed  the  proportionate  share  of  the  base 
salary  for  that  period,  and  any  extra 
compensation  above  the  base  salary  for  work 
on  Government  research  during  such  period 
would  be  unallowable.  This  principle  applies 
to  all  members  of  the  faculty  at  an  institution. 
Since  intrauniversity  consulting  is  assumed  to 
be  undertaken  as  a  university  obligation 
requiring  no  compensation  in  addition  to  full¬ 
time  base  salary,  the  principle  also  applies  to 
those  who  function  as  consultants  or 
otherwise  contribute  to  a  research  agreement 
conducted  by  another  faculty  member  of  the 
same  institution.  However,  in  unusual  cases 
where  consultation  is  across  departmental 
lines  or  involves  a  separate  or  remote 
operation,  and  the  work  performed  by  the 
consultant  is  in  addition  to  his  regular 
departmental  load,  any  charges  for  such  work 
representing  extra  compensation  above  the 
base  salary  are  allowable  provided  such 
consulting  arrangement  is  specifically 
provided  for  in  the  research  agreement  or 
approved  in  writing  by  the  sponsoring 
agency. 

j.  Salary  rates  for  periods  outside  the 
academic  year.  Charges  for  work  performed 
by  faculty  members  on  Government  research 
during  the  summer  months  or  other  periods 
not  included  in  the  base  salary  peri^  will  be 
determined  for  each  faculty  member  at  a 
monthly  rate  not  in  excess  of  that  which 
would  be  applicable  under  his  base  salary 
and  will  be  limited  to  charges  made  in 
accordance  with  other  subsections  of  ).7. 

k.  Salary  rates  for  part-time  faculty. 
Charges  for  work  performed  on  Covenunent 
research  by  a  faculty  member  having  only 
part-time  appointment  for  teaching  will  be 
determined  at  a  rate  not  in  excess  of  that  for 
which  he  is  regularly  paid  for  his  part-time 
teaching  assignments.  Example:  An 
institution  pays  $5,000  to  a  faculty  member 
for  half-time  teaching  during  the  academic 
year.  He  devoted  one-half  of  his  remaining 
time  (25  percent  of  his  total  available  time)  to 
Government  research.  Thus  his  additional 
compensation,  chargeable  by  the  institution 
to  Government  research  agreements,  would 
be  one-half  of  $5,000  or  $2,500. 

8.  Contingency  provisions.  Contributions  to 
a  contingency  reserve  or  any  similar 
provision  made  for  events  the  occurrence  of 
which  cannot  be  foretold  with  certainty  as  to 
time,  intensity,  or  with  an  assurance  of  their 
happening,  are  unallowable. 

9.  Deans  of  faculty  and  graduate  schools. 
The  salaries  and  expenses  of  deans  of  faculty 
and  graduate  schools,  or  their  equivalents, 
and  their  staffs,  are  allowable. 

10.  Depreciation  and  use  allowances,  a. 
Institutions  may  be  compensated  for  the  use 
of  buildings,  capital  improvements,  and 
usable  equipment  on  hand  through  use 
allowances  or  depreciation.  Use  allowances 
are  the  means  of  providing  such 
compensation  when  depreciation  or  other 
equivalent  costs  are  not  considered. 

However,  a  combination  of  the  two  methods 


may  not  be  used  in  connection  with  a  single 
class  of  Fixed  assets. 

b.  Due  consideration  will  be  given  to 
Government-furnished  facilities  utilized  by 
the  institution  when  computing  use 
allowances  and/or  depreciation  if  the 
Government-furnished  facilities  are  material 
in  amount.  Computation  of  the  use  allowance 
and/or  depreciation  will  exclude  both  the 
cost  or  any  portion  of  the  cost  of  buildings 
and  equipment  borne  by  or  donated  by  the 
Federal  Government,  irrespective  of  where 
title  was  originally  vested  or  where  it 
presently  resides  and,  secondly,  the  cost  of 
grounds.  Capital  expenditures  for  land 
improvements  (paved  areas,  fences,  streets, 
sidewalks,  utility  conduits,  and  similar 
improvements  not  already  included  in  the 
cost  of  buildings)  are  allowable  provided  the 
systematic  amortization  of  such  capital 
expenditures  has  been  provided,  based  on 
reasonable  determinations  of  the  probable 
useful  lives  of  the  individual  items  involved, 
and  the  share  allocated  to  organized  research 
is  developed  from  the  amount  thus  amortized 
for  the  base  period  involved.  Amortization 
methods  once  used  should  not  be  changed  for 
a  given  building  or  equipment  unless 
approved  in  advance  by  the  cognizant 
Federal  agency. 

c.  Where  the  use  allowance  method  is 
followed,  the  use  allowance  for  buildings  and 
improvements  will  be  computed  at  an  annual 
rate  not  exceeding  2  percent  of  acquisition 
cost.  The  use  allowance  for  equipment  will 
be  computed  at  an  annual  rate  not  exceeding 
6%  percent  of  acquisition  cost  of  usable  and 
needed  equipment  in  those  cases  where  the 
institution  maintains  current  records  with 
respect  to  such  equipment  on  hand.  Where 
the  institution’s  records  reflect  only  the  cost 
(actual  or  estimated)  of  the  original 
complement  of  equipment,  the  use  allowance 
will  be  computed  at  an  annual  rate  not 
exceeding  10  percent  of  such  cost.  Original 
complement  for  this  purpose  means  the 
complement  of  equipment  initially  placed  in 
buildings  to  perform  the  functions  currently 
being  performed  in  such  buildings;  however, 
where  a  permanent  change  in  the  function  of 
a  building  takes  place,  a  redetermination  of 
the  original  complement  of  equipment  may  be 
made  at  that  time  to  establish  a  new  original 
complement.  In  those  cases  where  no 
equipment  records  are  maintained,  the 
institution  will  justify  a  reasonable  estimate 
of  the  acquisition  cost  of  usable  and  needed 
equipment  which  may  be  used  to  compute  the 
use  allowance  at  an  annual  rate  not 
exceeding  6%  percent  of  such  estimate. 

d.  Where  the  depreciation  method  is 
followed,  adequate  property,  record  must  be 
maintained  and  periodic  inventory  (a 
statistical  sampling  basis  is  acceptable)  must 
be  taken  to  insure  that  properties  for  which 
depreciation  is  charged  do  exist  and  are 
needed.  The  period  of  useful  service  (service 
life)  established  in  each  case  for  usable 
capital  assets  must  be  determined  on  a 
realistic  basis  which  takes  into  consideration 
such  factors  as  type  of  construction,  nature  of 
the  equipment  used,  technological 
developments  in  the  particular  research  area, 
and  the  renewal  and  replacement  policies 
followed  for  the  individual  items  or  classes  of 
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aMett  invdved.  Where  the  depreciation 
method  ia  introduced  for  application  to  assets 
acquired  in  prior  years,  the  annual  charges 
therefrom  aiust  not  exceed  the  amounts  that 
would  have  resulted  had  the  depreciation 
method  been  in  effect  from  the  date  of 
acquisition  of  suoh  assets. 

a.  Where  an  inatitution  elects  to  go  to  a 
depreciation  basis  for  a  particular  class  of 
assets,  no  depreciation,  rental  or  use  charge 
may  be  allowed  on  any  such  assets  that, 
under  d.  above,  would  be  viewed  as  fully 
depreciated  provided,  however,  that 
reasonable  use  charges  may  be  negotiated  for 
any  such  assets  if  warrant^  after  taking  into 
consideration  the  cost  of  the  facility  or  item 
involved,  the  estimated  useful  life  remaining 
at  time  of  negotiation,  the  actual  replacement 
policy  followed  in  the  light 'of  service  lives 
used  for  calculating  depreciation,  the  effect  of 
any  increased  maintenance  charges  or 
decreased  efBciency  due  to  age,  and  any 
other  factors  pertinent  to  the  utilization  of  the 
facility  or  item  for  the  purpose  contemplated. 

11.  Employee  morale,  health,  and  welfare 
costs  and  credits.  The  costs  of  house 
publications,  health  or  first-aid  clinics  and/or 
infirmaries,  recreational  activities, 
employees'  counseling  services,  and  other 
expenses  incurred  in  accordance  with  the 
institution's  established  practice  or  custom 
for  the  improvement  of  working  conditions, 
employer-employee  relations,  employee 
morale,  and  employee-performance,  are 
allowable.  Such  costs  will  be  equitably 
apportioned  to  all  activities  of  the  institution. 
Income  generated  from  any  of  these  activities 
will  be  credited  to  the  cost  thereof  unless 
such  income  has  been  irrevocably  set  over  to 
employee  welfare  organizations. 

12.  Entertainment  costa.  Costs  incurred  for 
amusement,  social  activities,  entertainment, 
and  any  items  relating  thereto,  such  as  meals, 
lodging,  rentals,  transportation,  and 
gratuities,  are  unallowable. 

13.  Equipment  and  other  facilities.  The 
costs  of  permanent  equipment  or  other 
facilities  are  allowable  where  such  purchases 
are  approved  by  the  sponsoring  agency 
concerned  or  provided  for  by  the  terms  of  the 
research  agreement.  Total  expenditures  for 
permanent  equipment  may  not  exceed  125 
percent  of  the  amount  allotted  for  the 
permanent  equipment  category  by  the 
sponsoring  agency  (through  an  approved 
budget  or  other  document)  except  with 
approval  The  term  “permanent  equipment" 
shall  mean  an  item  of  property  which  has  an 
acquisition  cost  of  $200  or  more  and  has  an 
expected  service  life  of  one  year  or  more. 

a.  General  purpose  equipment  Approval 
must  be  obtained  to  acquire  with 
Government  funds  any  general  purpose 
permanent  equipment,  i.e.,  any  items  which 
are  usable  for  activities  of  the  institution 
other  than  research,  such  as  office  equipment 
and  furnishings,  air  conditioning, 
reproduction,  or  printing  equipment,  motor 
vehicles,  etc.,  or  any  automatic  data 
processing  equipment 

b.  Research  equipment  Approval  must  be 
obtained  to  acquire  with  Government  funds 
any  item  of  permanent  research  equipment 
costing  $1,000  or  more. 


14.  Fines  and  penalties.  Costs  resulting 
from  violations  of,  or  failure  of  the  institution 
to  comply  with.  Federal  State,  and  local  laws 
and  regulations  are  unallowable  except  when 
incurred  as  a  result  of  compliance  with 
specific  proviaions  of  the  research  agreement 
or  instructions  in  writing  from  the  contracting 
officer. 

15.  Insurance  and  indemnification,  a.  Costs 
of  insurance  required  or  approved,  and 
maintained,  pursuant  to  the  research 
agreement,  are  allowable. 

b.  Costs  of  other  insurance  maintained  by 
the  institution  in  connection  «vith  the  general 
conduct  of  its  activities,  are  aDowable 
subject  to  the  following  limitations:  (1)  types 
and  extent  and  cost  of  coverage  must  be  in 
accordance  with  soimd  institutional  practice; 
(2)  costs  of  insurance  or  of  any  contributions 
to  any  reserve  covering  the  risk  of  loss  of  or 
damage  to  Government-owned  property  are 
unallowable  except  to  the  extent  that  the 
Government  has  specifically  required  or 
approved  such  costs;  and  (3)  costs  of 
insurance  on  the  fives  of  officers  or  trustees 
are  unallowable  except  where  such  insurance 
is  part  of  an  employee  plan  which  is  not 
unduly  restricted 

c.  Contributions  to  a  reserve  for  an 
approved  self-insurance  program  are 
allowable  to  the  extent  that  the  types  of 
coverage,  extent  of  coverage,  and  the  rates 
and  premiums  would  have  been  allowed  had 
insurance  been  purchased  to  cover  the  risks. 

d.  Actual  losses  which  could  have  been 
covered  by  permissible  insurance  (through  an 
approved  self-insurance  program  or 
otherwise)  are  unallowable  unless  expressly 
provided  for  in  the  research  agreement, 
except  that  costs  incurred  because  of  losses 
not  covered  under  existing  deductible  clauses 
for  insurance  coverage  provided  in  keeping 
with  sound  management  practice  as  well  as 
minor  losses  not  covered  by  insurance,  such 
as  spoilage,  breakage,  and  disappearance  of 
small  band  tools,  which  occur  in  the  ordinary 
course  of  operations,  are  allowable. 

a.  Indemnification  includes  securing  the 
institution  against  liabilities  to  third  persons 
and  other  losses  not  compensated  by 
insurance  or  otherwise.  'The  Government  is 
obligated  to  indemnify  the  institution  only  to 
the  extent  expressly  provided  for  in  the 
research  agreement,  except  as  provided  in  d. 
above. 

16.  Interest  fund  raising,  and  investment 
management  costs,  a.  Costs  incurred  for 
interest  on  borrowed  capital  or  temporary 
use  of  endowment  funds,  however 
represented,  are  unallowable. 

b.  Costs  of  organized  fund  raising, 
including  financial  campaigns,  endowment 
drives,  solicitation  of  gifts  and  bequests,  and 
similar  expenses  incurred  solely  to  raise 
capital  or  obtain  contributions,  are  not 
allowable  under  Government  research 
agreements. 

c.  Costs  of  investment  counsel  and  staff 
and  similar  expenses  incurred  solely  to 
enhance  income  from  investments  are  not 
allowable  under  Government  research 
agreements. 

d.  Costs  related  to  the  physical  custody 
and  control  of  monies  and  securities  are 
allowable. 


17.  Labor  relations  costa.  Costs  incurred  in 
maintaining  satisfactory  relatioBS  between 
the  institution  and  its  employees,  faiduding 
costs  of  labor  management  committees, 
employees'  publications,  and  other  related 
activities,  are  allowable. 

18.  Losses  on  other  research  agreements  or 
contracts.  Any  excess  of  costs  over  income 
under  any  other  research  agreement  or 
contract  of  any  nature  is  unallowable.  This 
includes,  but  is  not  fimited  to.  the  institution's 
contributed  portion  by  reason  of  cost-sharing 
agreements  or  any  under-recoveries  through 
negotiation  of  flat  amounts  for  indirect  costs. 

19.  Maintenance  and  repair  coats.  Costs 
incurred  for  necessary  maintenance,  repair, 
or  upkeep  of  property  (including  Government 
property  unless  otherwise  provided  for) 
which  neither  add  to  the  permanent  value  of 
the  property  nor  appreciably  prolong  its 
intend^  fife  but  keep  it  in  an  efficient 
operating  condition,  are  allowable. 

20.  Material  costa.  Costs  incurred  for 
purchased  materials,  supplies,  and  fabricated 
parts  directly  or  indirectly  related  to  the 
research  agreement  are  Viewable.  Purchases 
made  specifically  for  the  research  agreement 
should  be  charg^  thereto  at  their  actual 
prices  after  deducting  all  cash  discounts, 
trade  discounts,  rebates,  and  allowances 
received  by  the  institution.  Withdrawals  fiom 
general  stores  or  stockrooms  should  be 
charged  at  their  cost  under  any  recognized 
method  of  pricing  stores'  withdrawals 
conforming  to  sound  accounting  practices 
consistently  followed  by  the  institution. 
Incoming  transportation  charges  are  a  proper 
part  of  material  cost  Direct  material  cost 
should  include  only  the  materials  and 
supplies  actually  used  for  the  performance  of 
the  research  agreement  and  due  credit 
should  be  given  for  any  excess  materials 
retained,  or  returned  to  vendors.  Due  credit 
should  be  given  for  all  proceeds  or  value 
received  for  any  scrap  resulting  from  work 
under  theTesearch  agreement  Where 
Government-donated  or  furnished  material  is 
used  in  performing  the  research  agreement 
such  material  will  be  used  without  charge. 

21.  Memberships,  subscriptions,  and 
professional  activity  costa,  a.  Costs  at  the 
institution's  membership  in  dvic.  business, 
technical,  and  professional  organizations  are 
allowable. 

b.  Costs  of  the  institution's  subscriptions  to 
civic,  business,  professional  and  tedmical 
periodicals  are  allowable. 

c.  Costs  of  meetings  and  conferences,  when 
the  primary  purpose  is  the  dissemination  of 
technical  information,  are  allowable.  This 
includes  costs  of  meals,  transportation,  rental 
of  facilities,  and  other  items  inddental  to 
such  meetings  or  conferences. 

22.  Patent  costs.  Cost  of  preparing 
disclosures,  reports,  and  other  documents 
required  by  the  research  agreement  and  of 
searching  the  art  to  the  extent  necessary  to 
make  su^  invention  disclosures,  are 
allowable.  In  accordance  with  the  dauses  of 
the  research  agreement  relating  to  patents, 
costs  of  preparing  documents  and  any  other 
patent  costs,  in  connection  with  the  filing  of  a 
patent  application  where  title  is  convey^  to 
the  Government,  are  allowable.  (See  also 
section  ).33.) 
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23.  Pension  plan  costs.  Cost*  of  the 
institution's  pension  plan  which  are  incurred 
in  accordance  with  the  established  policies  of 
the  institution  are  allowable,  provided  such 
policies  meet  the  test  of  reasonableness  and 
the  methods  of  cost  allocation  are  not 
discriminatory,  and  provided  appropriate 
adjustments  are  made  for  credits  or  gains 
arising  out  of  normal  and  abnormal  employee 
turnover  or  any  other  contingencies  that  can 
result  in  forfeitures  by  employees  which  inure 
to  the  beneRt  of  the'  institution. 

24.  Plant  security  costs.  Necessary 
expenses  incurred  to  comply  with 
Government  security  requirements,  including 
wages,  uniforms,  and  equipment  of  personnel 
engaged  in  plant  protection,  are  allowable. 

25.  Preresearch  agreement  costs,.  Costs 
incurred  prior  to  the  effective  date  of  the 
research  agreement,  whether  or  not  they 
would  have  been  allowable  thereunder  if 
incurred  after  such  date,  are  unallowable 
unless  specibcally  set  forth  and  identified  in 
the  research  agreement. 

28.  Professional  services  costs,  a.  Costs  of 
professional  services  rendered  by  the 
members  of  a  particular  profession  who  are 
not  employees  of  the  institution  are  allowable 
subject  to  b.  and  c.  below,  when  reasonable 
in  relation  to  the  services  rendered  and  when 
not  contingent  upon  recovery  of  the  costs 
from  the  Government.  Retainer  fees  to  be 
allowable  must  be  reasonably  supported  by 
evidence  of  services  rendered. 

b.  Factors  to  be  considered  in  determining 
the  allowability  of  costs  in  a  particular  case 
include  (1)  the  past  pattern  of  such  costs, 
particularly  in  the  years  prior  to  the  award  of 
Government  research  agreements;  (2)  the 
impact  of  Government  research  agreements 
on  the  institution's  total  activity;  (3)  the 
nature  and  scope  of  managerial  services 
expected  of  the  institution's  own 
organizations;  and  (4)  whether  the  proportion 
of  Government  woric  to  the  institution's  total 
activity  is  such  as  to  influence  the institution 
in  favor  of  incurring  the  cost,  particularly 
where  the  services  rendered  are  not  of  a 
continuing  nature  and  have  little  relationship 
to  work  under  Government  research 
agreements. 

c.  Costs  of  legal,  accounting,  and  consulting 
services,  and  related  costs,  incurred  in 
connection  with  organization  and 
reorganization  or  the  prosecution  of  claims 
against  the  Government  are  unallowable. 
Costs  of  legal,  accounting  and  consulting 
services,  and  related  costs,  incurred  in 
connection  with  patent  infringement 
litigation,  are  unallowable  unless  otherwise 
provided  for  in  the  research  agreement. 

27.  Profits  and  tosses  on  disposition  of 
plant,  equipment,  or  other  capital  assets. 
Profits  or  losses  of  any  nature  arising  from 
the  sale  or  exchange  of  plant  equipment  or 
other  capital  assets,  including  sale  or 
exchange  of  either  short-  or  long-term 
investments,  shall  not  be  considered  in 
computing  research  agreement  costs. 

28.  Proposal  costs.  Proposal  costs  are  the 
costs  of  preparing  bids  or  proposals  on 
potential  Government  and  nongovernment 
research  agreements  or  projects,  including 
the  development  of  engineering  data  and  cost 
data  necessary  to  support  the  institution's 


bids  or  proposals.  Proposal  costs  of  the 
current  accounting  period  of  both  successful 
and  unsuccessful  bids  and  proposals 
normally  should  be  treated  as  indirect  costs 
and  allocated  currently  to  all  activities  of  the 
institution,  and  no  proposal  costs  of  past 
accounting  periods  will  be  allocable  in  the 
current  period  to  the  Government  research 
agreement.  However,  the  institution's 
established  practices  may  be  to  treat 
proposal  costs  by  some  other  recognized 
method.  Regardless  of  the  method  used,  the 
results  obtained  may  be  accepted  only  if 
found  to  be  reasonable  and  equitable. 

29.  Public  information  services  costs.  Costs 
of  news  releases  pertaining  to  specific 
research  or  scientific  accomplishment  are 
unallowable  unless  speciflcally  authorized  by 
the  sponsoring  agency. 

30.  Rearrangement  and  alteration  costs. 
Costs  incurred  for  ordinary  or  normal 
rearrangement  and  alteration  of  facilities  are 
allowable.  Special  arrangement  and 
alteration  costs  incurred  speciHcally  for  the 
project  are  allowable  when  such  work  has 
been  approved  in  advance  by  the  sponsoring 
agency  concerned. 

31.  Reconversion  costs.  Costs  incurred  in 
the  restoration  or  rehabilitation  of  the 
institution's  facilities  to  approximately  the 
same  condition  existing  immediately  prior  to 
commencement  of  Government  research 
agreement  work,  fair  wear  and  tear  excepted, 
are  allowable. 

32.  Recruiting  costs,  a.  Subject  to  b.,  c.,  and 

d.  below,  and  provided  that  the  size  of  the 
staff  recruited  and  maintained  is  in  keeping 
with  workload  requirements,  costs  of  "help 
wanted"  advertising,  operating  costs  of  an 
employment  office  necessary  to  secure  and 
maintain  an  adequate  staff,  costs  of  operating 
an  aptitude  and  educational  testing  program, 
travel  costs  of  employees  while  engaged  in 
recruiting  personnel,  travel  costs  of 
applicants  for  interviews  for  prospective 
employment,  and  rel*BAD  MAG 
TAPE**ERR01*ocation  costs  incurred 
incident  to  recruitment  of  new  employees,  are 
allowable  to  the  extent  that  such  costs  are 
incurred  pursuant  to  a  well-managed 
recruitment  program.  Where  the  institution 
uses  employment  agencies,  costs  not  in 
excess  of  standard  commercial  rates  for  such 
services  are  allowable. 

b.  In  publications,  costs  of  help-wanted 
advertising  that  includes  color,  includes 
advertising  material  for  other  than 
recruitment  purposes,  or  is  excessive  in  size 
(taking  into  consideration  recruitment 
purposes  for  which  intended  and  normal 
institutional  practices  in  this  respect),  are 
unallowable. 

c.  Costs  of  help-wanted  advertising,  special 
emoluments,  fringe  benefits,  and  salary 
allowances  incurred  to  attract  professional 
personnel  from  other  institutions  that  do  not 
meet  the  test  of  reasonableness  or  do  not 
conform  with  the  established  practices  of  the 
institution,  are  unallowable. 

d.  Where  relocation  costs  incurred  incident 
to  recruitment  of  a  new  employee  have  been 
allowed  either  as  an  allocable  direct  or 
indirect  cost,  and  the  newly  hired  employee 
resigns  for  reasons  within  his  control  within 
12  months  after  hire,  the  institution  will  be 


required  to  refund  or  credit  such  relocation 
costs  to  the  Government. 

33.  Royalties  and  other  costs  for  use  of 
patents.  Royalties  on  a  patent  or  amortization 
of  the  costs  of  acquiring  a  patent  or  invention 
or  rights  thereto,  necessary  for  the  proper 
performance  of  the  research  agreement  and 
applicable  to  tasks  or  processes  thereunder, 
are  allowable  unless  the  Government  has  a 
license  or  the  right  to  free  use  of  the  patent, 
the  patent  has  ^en  adjudicated  to  be  invalid 
or  has  been  administratively  determined  to 
be  invalid,  the  patent  is  considered  to  be 
unenforceable,  or  the  patent  has  expired. 

34.  Sabbatical  leave  costs.  Costs  of  leave 
of  absence  to  employees  for  performance  of 
graduate  work  or  sabbatical  study,  travel,  or 
research,  are  allowable  provided  the 
institution  has  a  uniform  policy  on  sabbatical 
leave  for  persons  engaged  in  instruction  and 
persons  engaged  in  research.  Such  costs  will 
be  allocated  on  an  equitable  basis  among  all 
appertaining  activities  of  the  instiutution. 
Where  sabbatical  leave  is  included  in  fringe 
benefits  for  which  a  cost  is  determined  for 
assessment  as  a  direct  charge,  the  aggregate 
amount  of  such  assessments  applicable  to  all 
work  of  the  institution  during  the  base  period 
must  be  reasonable  in  relation  to  the 
institution's  actual  experience  under  its 
sabbatical  leave  policy. 

35.  Scholarships  and  student  aid  costs. 
Costs  of  scholarships,  fellowships  and  other 
forms  of  student  aid  apply  only  to  instruction 
and  therefore  are  not  allocable  to  research 
agreements,  either  as  direct  costs  or  indirect 
costs.  However,  in  the  case  of  students 
actually  engaged  in  work  under  research 
agreements,  any  tuition  remissions  to  such 
students  for  work  performed  are  allocable  to 
such  research  agreements  provided 
consistent  treatment  is  accorded  such  costs. 
(See  section  ].39.) 

36.  Severance  pay.  a.  Severance  pay  is 
compensation  in  addition  to  regular  salaries 
and  wages  which  is  paid  by  an  institution  to 
employees  whose  services  are  being 
terminated.  Costs  of  severance  pay  are 
allowable  only  to  the  extent  that  such 
payments  are  required  by  law,  by  employer- 
employee  agreement,  by  established  policy 
that  constitutes  in  effect  an  implied 
agreement  on  the  institution's  part,  or  by 
circumstances  of  the  particular  employment. 

b.  Severance  payments  that  are  due  to 
normal,  recurring  turnover  and  which 
btherwise  meet  the  conditions  of  a.  above 
may  be  alloweif  provided  the  actual  costs  of 
such  severance  payments  are  regarded  as 
expenses  applicable  to  the  current  flscal  year 
and  are  equitably  distributed  among  the 
institution's  activities  during  that  period. 

c.  Severance  payments  that  are  due  to 
abnormal  or  mass  terminations  are  of  such 
conjectural  nature  that  allowability  must  be 
determined  on  a  case-by-case  basis. 

However,  the  Govermnment  recognizes  its 
obligation  to  participate,  to  the  extent  of  its 
fair  share,  in  any  sp^fic  payment. 

37.  Specialize  service  facilities  operated 
by  institution,  a.  The  costs,  including 
amortization  by  generally  accepted 
accounting  practice,  of  institutional  services 
involving  the  use  of  highly  complex  and 
specialize  facilities  such  as  electronic 
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oomputen,  including  the  cost  of  adapting 
computers  for  use.  wind  tunnels,  and  reactors 
are  allowable  provided  the  diarges  therefor 
meet  die  conditions  of  b.  or  c.  b^w.  and 
otherwise  take  into  account  any  items  of 
income  or  Federal  financing  drat  qualify  as 
applicable  credits  under  section  CJk 

k  The  costs  of  such  institutional  services 
normally  will  be  charged  direcUy  to 
applicable  research  agreements  based  on 
actual  usage  or  occupancy  of  the  facilides  mi 
the  basis  of  a  schedule  of  rates  that  (1)  is 
designed  to  recover  only  aggregate  costs  of 
providing  such  services  over  a  long  term 
agreed  upon  in  advance  by  the  cognizant 
Federal  agency  on  an  individual  basis,  and 
(2)  is  applied  on  a  nnndiRcriminatory  basis  as 
between  organized  research  and  other  work 
of  the  institudon,  including  usage  by  the 
insdtution  for  internal  purposes.  Commercial 
or  accommodadon  sales  of  computer  services 
will  be  charged  at  not  less  than  the  above 
rates;  however,  if  the  rates  charged  for  these 
services  are  greater,  the  total  amount  of 
charges  above  the  scheduled  rates  when 
significant  may  be  considered  in  revising  the 
schedule  of  rates.  Further,  within  the 
constraints  of  this  paragraph,  it  is  not 
necessary  that  the  rates  charged  for  services 
be  equal  to  the  cost  of  providing  those 
services  during  any  one  fiscal  year. 

c.  In  the  absence  of  an  acceptable 
arrangement  for  direct  costing  as  provided  in 

b.  above,  the  costs  incurred  for  such 
insdtudonal  services  may  be  assigned  to 
research  agreements  as  indirect  costs, 
provided  the  methods  used  achieve 
substandally  the  same  results.  Such 
arrangements  should  be  woiked  out  in 
coordinadon  with  the  cognizant  Federal 
agency  in  order  to  assure  equitable 
distribtution  of  the  iiidirect  costs. 

38.  Special  services  costs.  Costs  incurred 
for  general  public  reladons  aedvides, 
catalogs,  alumni  aedvides,  and  similar 
services,  are  unallowable. 

39.  Staff  benefits,  a.  Staff  benefits  in  the 
form  of  regular  compensation  paid  to 
employees  during  periods  of  authorized 
absences  from  the  Job,  such  as  for  annual 
leave,  sick  leave,  military  leave,  and  the  like, 
are  allowable  provided  such  costs  are 
absorbed  by  all  insdtudonal  aedvides. 
including  organized  research,  in  proportion  to 
the  reladve  amount  of  time  or  effort  actually 
devoted  to  each.  (See  secdon  J.34.  for 
treatment  of  sabbadcal  leave.) 

b.  Staff  benefits  in  the  form  of  employer 
contributions  or  expenses  for  social  security, 
employee  insurance,  workmen's 
compensadon  insurance,  the  pension  plan 
(see  section  ).23.),  tuidon  or  remission  of 
tuition  for  individual  employees  or  their 
families  (see  secdon  I.3S.),  and  the  like,  are 
allowable  provided  such  benefits  are  granted 
in  accordance  with  established  insdtudonal 
policies,  and  provided  such  contribudons  and 
other  expenses,  whether  treated  as  indirect 
costs  or  as  an  increment  of  direct  labor  costs, 
are  distributed  to  particular  research 
agreements  and  other  aedvides  in  a  manner 
consistent  with  the  pattern  of  benefits 
accruing  to  the  indi^duals  or  groups  of 
employees  whose  salaries  and  wages  are 


chargeable  to  such  research  agreements  and 
other  aedvides. 

40.  Student  activity  costs.  Costs  incurred 
for  intramiual  aedvides,  student  publications, 
student  clubs,  and  other  student  aedvides, 
apply  only  to  Instrucdon  and  therefore  are 
not  Vocable  to  research  agreearants,  either 
as  direct  costs  or  indirect  costs. 

41.  Student  services  costs.  Costs  of  the 
deans  of  students,  administradon  of  student 
affairs,  registrar,  placement  offices,  student 
advisers,  student  health  and  infirmary 
services,  and  such  other  aedvides  as  are 
identifiable  with  student  services  apply  only 
to  instrucdon  and  therefore  are  not  allocable 
to  research  agreements,  either  as  direct  costs 
or  indirect  costs.  However,  in  the  case  of 
students  actually  engaged  in  work  under 
research  agreements,  a  proportion  of  student 
services  costs  measured  by  the  relationship 
between  hours  of  work  by  students  on  such 
research  work  and  total  student  hours 
including  all  research  time  may  be  allowed  as 
a  part  of  research  administradon  expenses. 

42.  Taxes,  a.  In  general,  taxes  which  the 
insdtudon  is  required  to  pay  and  which  are 
paid  or  accrued  in  accordance  «vith  generally 
accepted  accounting  principles,  and 
payments  made  to  local  govenunents  in  lieu 
of  taxes  which  are  conunensurate  with  the 
local  government  services  received  are 
allowable,  except  for  (1)  taxes  from  which 
exempdoiu  are  available  to  the  insdtution 
directly  or  which  are  available  to  the 
insdtudon  based  on  an  exempdon  afforded 
the  Government  and  in  the  latter  case  when 
the  sponsoring  agency  makes  available  the 
necessary  exempdon  certificates,  and  (2) 
special  assessments  on  land  which  represent 
capital  improvements. 

b.  Any  refund  of  taxes,  interest,  or 
penaldes,  and  any  payment  to  the  insdtution 
of  interest  thereon,  attributable  to  taxes, 
interest,  or  penaldes  which  were  allowed  as 
research  agreement  costs,  will  be  credited  or 
paid  to  the  Government  in  the  manner 
directed  by  the  Government  provided  any 
interest  actually  aid  or  credited  to  an 
insdtudon  incident  to  a  refund  of  tax,  interest 
and  penalty  will  be  paid  or  credited  to  the 
Government  only  to  the  extent  that  such 
interest  accrued  over  the  period  during  which 
the  insdtudon  had  been  reimbursed  by  the 
Government  for  the  taxes,  interest,  and 
penaldes. 

43.  Transportation  costs.  Costs  incurred  for 
freight,  express,  cartage,  postage,  and  other 
transportadon  services  relating  either  to 
goods  purchased,  in  process,  or  delivered,  are 
allowable.  When  su^  costs  can  readily  be 
identified  with  the  items  involved,  they  may 
be  charged  direcUy  as  transportadon  costs  or 
added  to  the  cost  of  such  items.  Where 
idendficadon  with  the  materials  received 
caimot  readily  be  made,  inbound 
transportadon  costs  may  be  charged  to  the 
appropriate  indirect  cost  accounts  if  the 
insdtudon  follows  a  consistent,  equitable 
procedure  in  this  respect  Outboimd  freight  if 
reimbursable  under  the  terms  of  the  research 
agreement  should  be  treated  as  a  direct  cost 

44.  Travel  atsts.  a.  Travel  costs  are  the 
expenses  for  transportadon,  lodging, 
subsistence,  and  related  items  incuned  by 
employees  who  are  in  travel  status  on  official 


business  of  the  insdtudon.  Such  costs  may  be 
charged  on  an  actual  basis,  on  a  per  diem  or 
mileage  basis  in  lieu  of  actual  costs  incurred, 
or  on  a  combinadon  of  the  two,  provided  the 
method  used  is  applied  to  an  entire  trip  and 
not  to  selected  days  of  the  trip,  and  results  in 
diarges  consistent  with  diose  normally 
allowed  by  the  insdtudon  in  its  regular 
operadons. 

b.  Travel  costs  are  allowable  subject  to  c.. 

d.,  e.,  and  f.  below,  when  they  are  direedy 
attributable  to  specific  work  under  a  research 
agreement  or  are  incurred  in  the  normal 
course  of  administradon  of  the  institution  or 
a  department  or  research  program  thereof. 

c.  The  difference  in  cost  between  first-class 
air  accommodadons  and  less  than  first-class 
air  accommodadons  is  unallowable  except 
when  less  than  first-dass  air 
accommodadons  are  not  reasonably 
available  to  meet  necessary  mission 
requirements,  such  as  where  less  than  first- 
dass  accommodadons  would: 

(1)  Require  circuitous  roudng,  (2)  require 
travel  during  unreasonable  hours,  (3)  greatly 
increase  the  duradon  of  the  flight,  (4)  result  in 
addidonal  costs  which  would  offset  the 
transportadon  savings,  or  (5)  offer 
accommodadons  which  are  not  reasonably 
adequate  for  the  medical  needs  of  the 
traveler. 

d.  Costs  of  personnel  movements  of  a 
spedal  or  mass  nature  are  allowable  only 
when  authorized  or  approved  in  writing  by 
the  sponsoring  agency  or  its  authorized 
representadve. 

e.  Foreign  travel  costs  are  allowable  only  . 
when  the  travel  has  received  specific  prior 
approval.  Each  separate  foreign  trip  must  be 
spedfically  approved.  For  purposes  of  this 
provision,  foreign  travel  is  de^ed  as  “any 
travel  outside  of  Canada  and  the  United 
States  and  its  territories  and  possessions.” 

f.  Expenditures  for  domesdc  travel  may  not 
exceed  $500,  or  125  percent  of  the  amount 
allotted  for  such  travel  by  the  sponsoring 
agency,  whichever  is  greater,  except  with 
approval. 

45.  Termination  costs  applicable  to 
research  agreements,  a.  Terminadon  of 
research  agreements  generally  gives  rise  to 
the  incurrence  of  costs  or  to  the  need  for 
special  treatment  of  costs,  which  would  not 
have  arisen  had  the  agreement  not  been 
terminated.  Items  peculiar  to  terminadon  are 
set  forth  below.  They  are  to  be  used  in 
conjunedon  with  all  other  provisions  of  this 
Appendix  in  the  case  of  terminadon. 

b.  The  cost  of  common  items  of  material 
reasonably  usable  on  the  insdtudon’s  other 
work  will  not  be  allowable  unless  the 
insdtudon  submits  evidence  that  it  could  not 
retain  such  items  at  cost  without  sustaining  a 
loss.  In  deciding  whether  such  items  are 
reasonably  usable  on  other  work  of  the 
insdtudon,  consideradon  should  be  given  to 
the  insdtudon’s  plans  and  orders  for  current 
and  scheduled  work.  Contemporaneous 
purchases  of  common  items  by  the  institution 
will  be  regarded  as  evidence  Uiat  such  items 
are  reasonably  usable  on  the  irudtudon’s 
other  work.  Any  acceptance  of  common  items 
as  allowable  to  the  terminated  portion  of  the 
agreement  should  be  limited  to  the  extent 
that  the  quanddes  of  such  items  on  hand,  in 


26378 


Federal  Register  /  Vol.  44.  No.  88  /  Friday.  May  4.  1979  /  Proposed  Rules 


transit  and  on  order  are  in  excess  of  the 
reasonable  quantitative  requirements  of  other 
work. 

c.  If  in  a  particular  case,  despite  all 
reasonable  efforts  by  the  institution,  certain 
costs  cannot  be  discontinued  immediately 
after  the  effective  date  of  termination,  such 
costs  are  generally  allowable  widtin  the 
limitations  set  forth  in  this  Appendix,  except 
that  any  such  costs  continuing  after 
termination  due  to  the  negligent  or  willful 
failure  of  the  institution  to  discontinue  such 
costs  mil  be  considered  unacceptable. 

d.  Loss  of  useful  value  of  special  tooling 
and  special  machinery  and  equipment  is 
generally  allowable,  provided:  (1)  such 
special  tooling,  machinery,  or  equipment  is 
not  reasonably  capable  of  use  in  the  other 
work  of  the  institution;  (2)  the  interest  of  the 
Government  is  protected  by  transfer  of  title 
or  by  other  means  deemed  appropriate  by  the 
contracting  officer  or  equivalent;  and  (3)  the 
loss  of  useful  value  as  to  any  one  terminated 
agreement  is  limited  to  that  portion  of  the 
acquisition  cost  which  bears  the  same  ratio 
to  the  total  acquisition  cost  as  the  terminated 
portion  of  the  agreement  bears  to  the  entire 
terminated  agreement  and  other  Government 
agreements  for  which  the  special  tooling, 
special  machinery,  or  equipment  was 
acquired. 

e.  Rental  costs  under  unexpired  leases  are 
generally  allowable  where  clearly  shown  to 
have  been  reasonably  necessary  for  the 

.  performance  of  the  terminated  agreement, 
less  the  residual  value  of  such  leases,  if:  (1) 
the  amount  of  such  rental  claimed  does  not 
exceed  the  reasonable  use  value  of  the 
property  leased  for  the  period  of  the 
agreement  and  such  further  period  as  may  be 
reasonable;  and  (2)  the  institution  makes  all 
reasonable  efforts  to  terminate,  assign,  settle, 
or  otherwise  reduce  the  cost  of  such  lease. 
There  also  may  be  included  the  cost  of 
alterations  of  such  leased  property,  provided 
such  alterations  were  necessary  for  the 
performance  of  the  agreement,  and  of 
reasonable  restoration  required  by  the 
provisions  of  the  lease. 

f.  Settlement  expenses  including  the 
following  are  generally  allowable:  (1) 
accounting,  legal,  derical.  and  similar  costs 
reasonably  necessary  for  the  preparation  and 
presentation  to  contracting  officers  or 
equivalent  of  settlement  claims  and 
supporting  data  with  respect  to  the 
terminated  portion  of  the  agreement,  and  the 
termination  and  settlement  of  subagreements: 
and  (2)  reasonable  coots  for  the  storage, 
transportation,  protecticm.  and  disposition  of 
property  provided  by  the  Government  or 
acquired  or  produced  by  the  institution  for 
the  agreement. 

g.  Claims  under  subagreements.  including 
the  allocable  portion  of  claims  which  are 
common  to  the  agreement  and  to  other  work 
of  the  institution,  are  generally  allowable. 

K.  Certification  of  Charges 

To  assure  that  expenditures  for  research 
grants  and  contracts  are  proper  and  in 
accordance  with  the  research  agreement 
documents  and  approved  project  budgets,  the 
annual  and/or  final  fiscal  reports  or  vouchers 
requesting  payment  under  researdi 


agreements  will  include  a  certification, 
signed  by  an  authorized  official  of  the 
univesity.  which  reads  essentially  as  follows: 
“I  certify  that  all  expenditures  reported  (or 
payments  requested]  are  for  appropriate 
purposes  and  in  accordance  with  the 
agreements  set  forth  in  the  application  and 
award  documents.** 

Part  II — Principles  for  Determining  Costs 

Applicable  to  Training  and  Other  ■ 

Educational  Services  Under  Grants  and 

Contracts  With  Educational  Institutions 

A.  Purpose.  This  part  extends  the  scope  of 
Part  1  to  cover  the  determination  of  costs 
incurred  by  educational  institutions  under 
Federal  grants  and  contracts  for  training  and 
other  educational  services. 

B.  Application.  The  Department  of  Health, 
Education,  and  Welfare  will  use  Parts  I  and  11 
of  this  Appendix  as  a  basis  for  determining 
allowable  costs  under  grants  and  cost 
reimbursement  type  contracts  with 
educational  institutions  for  woric  performed 
under  •federally  supported  education  service 
agreements. 

C.  Terminology.  The  following  definitions 
are  to  be  used  in  determining  the  indirect  cost 
of  federally  sponsored  training  and  other 
educational  services  imder  this  Part  II: 

1.  Educational  service  agreement  means 
any  grant  or  contract  under  which  Federal 
financing  is  provided  on  a  cost 
reimbursement  basis  for  all  or  an  agreed 
portion  of  the  costs  incurred  for  training  or 
other  educational  services.  Typical  of  the 
work  covered  by  educational  service 
agreements  are  summer  institutes,  special 
training  programs  for  selected  participants, 
professional  or  technical  services  to 
cooperating  countries,  the  development  and 
introduction  of  new  or  expanded  courses,  and 
similar  instructional  oriented  undertakings, 
including  special  research  training  programs, 
that  are  separately  budgeted  and  accounted 
for  by  the  institution. 

The  term  does  not  extend  to;  (a)  grants  or 
contracts  for  organized  research,  (b) 
arrangements  under  which  the  Federal 
financing  is  exclusively  in  the  form  of 
scholarships,  fellowships,  traineeships,  or 
other  fixed  amounts  such  as  a  cost  of 
education  allowance  or  the  normal  published 
tuition  rates  and  fees  of  an  institution,  or  (c) 
construction,  facility  and  exclusively  general 
resource  or  institutional-type  grants. 

2.  Instruction  means  all  of  the  academic 
work  other  than  organized  research  carried 
on  by  an  institution,  including  the  teaching  of 
graduate  and  undergraduate  courses, 
departmental  research  (see  section  B.2.  of 
Part  1)  and  all  special  training  or  other 
instructional-ofiented  projects  sponsored  by 
the  Federal  Government  or  others  under 
educational  service  agreements. 

D.  Student  administration  and  services.  In 
addition  to  the  five  major  functional 
categories  of  indirect  costs  described  in 
section  F  of  Part  L  there  is  estabHshed  an 
additional  category  under  the  tide  “Student 
administration  and  services”  to  embrace  the 
following; 

1.  The  expenses  bi  this  category  are  those 
that  have  been  incarred  for  the 
administration  of  student  affairs  and  for 


services  to  students,  including  expenses  of 
such  activities  as  deans  of  students, 
admissions,  registrar,  counseling  and 
placement  services,  student  advisers,  student 
health  and  infirmary  services,  catalogs,  and 
commencements  and  convocations.  The 
salaries  of  members  of  the  academic  staff 
whose  academic  appointments  or 
assignments  involve  the  performance  of  such 
administrative  or  service  work  may  also  be 
included  to  the  extent  that  the  por^n  so 
charged  is  supported  pursuant  to  section  f.2. 
of  Part  I.  The  student  administration  and 
services  category  also  includes  the  staff 
benefit  and  pension  plan  costs  applicable  to 
the  salaries  and  wages  included  therein,  an 
appropriate  share  of  the  cost  of  the  operation 
and  maintenance  of  the  physical  {Hant,  and 
chargee  representing  use  allowance  or 
depreciation  applicable  to  the  buildings  and 
equipment  utili^  in  the  performance  of  the 
functions  included  in  this  category. 

2.  The  expenses  in  this  category  are 
generally  applicable  in  their  entirety  to  the 
instruction  activity.  They  should  be  allocated 
to  applicable  cost  ol^ectives  within  the 
instruction  activity,  including  educational 
service  agreements,  when  such  agreements 
reasonably  benefit  fiom  these  expenses.  Such 
expenses  should  be  allocated  on  the  basis  of 
population  served  (computed  on  the  basis  of 
full-time  equivalents  induding  students, 
faculty,  and  others  as  appropriate)  or  other 
methods  which  will  result  in  an  equitable 
distribution  to  cost  objectives  in  rdation  to 
the  benefits  received  and  be  consistent  with 
guides  provided  in  section  E.2.  of  Part  L 

E.  Direct  costs  of  educational  service 
agreements.  Direct  costs  of  work  performed 
under  educational  service  agreements  will  be 
determined  consistent  with  the  prindples  set 
forth  in  seetkn  D  of  Part  L 

F.  Indirect  costs  of  the  instruction  activity. 
The  indirect  costs  of  the  instruction  activity 
as  a  whole  should  indude  its  allocated  shm 
of  administrative  and  supportive  costs 
determined  in  accordance  with  the  prindples 
set  forth  in  section  D  above  and  in  section  F 
of  Part  L  Such  costs  may  indude  other  items 
of  indirect  cost  incurred  solely  for  die 
instruction  activity  and  not  induded  in  the 
general  allocation  of  the  various  categories  of 
indirect  expenses.  Costs  incurred  for  the 
institutions  by  State  and  local  governments 
are  allowable  as  provided  for  in  section  Cfi. 
of  Part  L 

G.  Indirect  costs  applicable  to  educational 
service  agreements,  llie  individual  hems  of 
indirect  costs  applicable  to  the  llistroction 
activity  as  a  w^le  should  be  assigned  to:  (1) 
educational  service  agreements,  and  (2)  all 
other  instructional  work  through  ase  of 
appropriate  cost  groupings,  selected 
distribution  bases,  and  other  reasonable 
methods  as  outlined  in  section  E.2.  of  Part  L 
A  single  indirect  pool  nay  be  used  for  all 
educational  service  agreements  provided  this 
resalts  in  a  reasonably  equitablo  distribution 
of  costs  among  agreements  in  rdation  to 
indirect  support  services  provided.  However, 
when  the  level  of  indirect  support 
significantly  varies  for  work  performed  either 
on  campus  or  off  campus  under  a  particalar 
agreement  or  group  of  agreesaents.  separate 
cost  pools  should  be  established  consistent 
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with  the  principles  set  forth  in  section  G.l.b. 
of  Part  1.  Where  direct  charges  are  provided 
for  under  educational  service  agreements  for 
such  things  as  commencement  fees,  student 
fees,  and  tuition,  the  related  indirect  costs, 
through  separate  cost  groupings,  should  be 
excluded  ^m  the  indirect  costs  allocable  to 
the  service  agreements. 

H.  Indirect  coat  rates  for  educotional 
service  agreements.  An  indirect  cost  rate 
should  be  determined  for  the  educational 
service  agreement  pool  or  pools,  as 
established  under  section  G  above.  The  rate 
in  each  case  should  be  stated  as  the 
percentage  which  the  amount  of  the 
particular  educational  service  agreement  pool 
is  of  the  total  direct  salaries  and  wages  of  all 
educational  service  agreements  identified 
with  such  pool.  Indirect  costs  should  be 
distributed  to  individual  agreements  by 
applying  the  rate  or  rates  established  to 
direct  salaries  and  wages  for  each  agreement. 
When  a  fixed  rate  is  negotiated  in  advance  of 
a  fiscal  year,  the  over-  or  under-recovery  for 
that  year  may  be  included  as  an  adjustment 
to  the  indirect  cost  for  the  next  rate 
negotiation  as  in  sections  G.4.  and  G.5.  of 
Part  I. 

I.  General  standards  for  selected  items  of 
cost  The  standards  for  selected  items  of  cost 
as  set  forth  in  sections  {.I.  through  J.46.  of 
Part  I  applicable  to  research  agreements  will 
also  be  applied  to  educational  service 
agreements  with  the  following  modiHcations: 

1.  Commencement  ond  convocation  coats 
(f.5.).  Expenses  incurred  for  convocations  and 
commenoements  apply  to  the  instruction 
activity  as  a  whole.  Such  expenses  are 
unallowable  as  direct  costs  of  educational 
service  agreements  unless  specifically 
authorized  in  the  agreement  or  approved  In 
writing  by  the  sponsoring  agency.  For 
eligibibty  of  allocation  as  indirect  costs,  see 
section  D. 

2.  Compensation  for  personal  services 
U.7.).  Charges  to  educational  service 
agreements  for  personal  servioes  will 
normally  be  determined  4nd  supported 
consistent  with  the  provisions  of  section  J.7. 
of  Part  I.  However,  the  provision  for 
stipulated  salary  support  will  not  be  used  for 
educational  ser^ce  agreements.  Also, 
charges  may  include  compensation  in  excess 
of  the  base  salary  of  a  faculty  member  for  the 
conduct  of  courses  outside  the  normal  duties 
of  such  member  provided  that:  (a)  extra 
charges  are  determined  at  a  rate  not  greater 
than  the  basic  salary  rate  of  the  member;  (b) 
salary  payments  for  such  work  follow 
practices  consistently  applied  within  the 
institution;  and  (c)  specific  authorization  for 
such  charges  is  included  in  the  educational 
service  agreement. 

3.  Scholarships  and  student  aid  costa 
(f.35.).  Expenses  incurred  for  scholarships 
and  student  aid  are  unallowable  as  either 
direct  costs  or  indirect  costs  of  educational 
service  agreements,  unless  specifically 
authorized  in  the  educational  service 
agreement  or  approved  in  writing  by  the 
sponsoring  agency. 

4.  Student  activity  costs  (J.40.).  Expenses 
incurred  for  student  activities  are 
unallowable  as  either  direct  costs  or  indirect 
costs  of  educational  service  agreements. 


unless  specifically  authorized  in  the 
educational  service  agreement  or  approved  in 
writing  by  the  sponsoring  agency. 

5.  Student  services  coats  (J.41,).  Expenses 
incurred  for  student  services  are  unallowable 
as  direct  costs  of  educational  service 
agreements  unless  specifically  authorized  in 
the  agreement  or  approved  in  writing  by  the 
sponsoring  agency.  For  eligibility  of 
allocation  as  indirect  costs,  see  section  D. 

Appendix  E — Principles  for  Determining 
Cmts  Applicable  to  Research  and 
Development  Under  Grants  and  Contracts 
With  Hospitals 

I.  Purpose  and  Scope 

A.  Objectives.  This  appendix  provides 
principles  for  determining  the  costs 
applicable  to  research  and  development  work 
performed  by  hospitals  under  grants  and 
contracts  with  the  Department  of  Health, 
Education,  and  Welfare.  These  principles  are 
confined  to  the  subject  of  cost  determination 
and  make  no  attempt  to  identify  the 
circumstances  or  dictate  the  extent  of 
hospital  participation  in  the  financing  of  a 
particular  research  or  development  project 
The  principles  are  designed  to  provide 
reco^tion  of  the  full  allocated  costs  of  such 
research  work  under  generally  accepted 
accoimting  principles.  These  principles  will 
be  applicable  to  ^th  proprietary  and  non¬ 
profit  hospitals.  No  provision  for  profit  or 
other  increment  above  cost  is  provided  for  in 
these  principles.  However,  this  is  not  to  be 
interpreted  as  precluding  a  negotiated  fee 
between  oontracting  parties  when  a  fee  is 
appropriate. 

E  I^Ucy  guides.  The  successful  application 
of  these  principles  requires  development  of 
mutual  understanding  between 
representatives  of  hospitals  and  of  the 
Department  of  Health,  Education,  and 
Welfare  as  to  their  scope,  applicability  and 
interpretation.  It  is  recognized  that: 

1.  The  arrangements  for  hospital 
participation  in  the  financing  of  a  research 
and  development  project  are  properly  subject 
to  negotiation  between  the  agency  and  the 
hospital  concerned  in  accordance  with  such 
Government-wide  criteria  as  may  be 
applicable. 

2.  Each  hospital,  possessing  its  own  unique 
combination  of  staff,  facilities  and 
experience,  should  be  encouraged  to  conduct 
research  in  a  manner  consonant  with  its  own 
institutional  philosophies  and  objectives. 

3.  Each  hospital  in  the  fulfillment  of  its 
contractual  obligations  should  be  expected  to 
employ  sound  management  practices. 

4.  The  application  of  the  principles 
established  herein  shall  be  in  conformance 
with  the  generally  accepted  accounting 
practices  of  hospitals. 

5.  Hospitals  receive  reimbursements  from 
the  Federal  Government  for  differing  types  of 
services  under  various  programs  such  as 
support  of  Research  and  Development 
(including  discrete  clinical  centers)  Health 
Services  Projects,  Medicare,  etc  It  is 
essential  that  consistent  procedures  for 
determining  reimbursable  costs  for  similar 
services  be  employed  without  regard  to 
program  differences.  Therefore,  ^th  the 
direct  and  indirect  costs  of  research  programs 


must  be  identified  as  a  cost  center(s)  for  the 
cost  finding  and  step-down  requirements  of 
the  Medicare  program,  or  in  its  absence  the 
Medicaid  program. 

C.  Application.  All  operating  agencies 
within  the  Department  of  Health,  Education, 
and  Welfare  that  sponsor  research  and 
development  work  in  hospitals  will  apply 
these  principles  and  related  policy  guides  in 
determining  the  costs  incurred  for  such  work 
under  grants  and  cost-reimbursement  type 
contracts  and  subcontracts.  These  principles  • 
will  also  be  used  as  a  guide  in  the  pricing  of 
fixed-price  contracts  and  subcontracts. 

n.  Definitions  of  Terms 

A.  “Organized  research”  means  all 
research  activities  of  a  hospital  that  may  be 
identified  whether  the  support  for  such 
research  is  from  a  federal,  non-federal  or 
internal  source. 

B.  “Departmental  research"  means 
research  activities  that  are  not  separately 
budgeted  and  accounted  for.  Such  work, 
which  includes  all  research  activities  not 

-  encompassed  under  the  term  organized 
resear^  is  regarded  for  purposes  of  this 
document  as  a  part  of  the  patient  care 
activities  of  the  hospital. 

C  “Research  agreement”  means  any  valid 
arrangement  to  perform  federally-sponsored 
research  or  development  including  grants, 
cost-reimbursement  type  contracts,  cost- 
reimbursement  type  subcontracts,  and  fixed- 
price  contracts  and  subcontracts. 

D.  “Instruction  and  training"  means  the 
formal  or  informal  programs  of  educating  and 
training  technical  and  professional  health 
services  personnel,  primarily  medical  and 
nursing  training.  This  activity,  if  separately 
budgeted  or  identifiable  with  specific  costs, 
should  be  considered  as  a  cost  objective  for 
purposes  of  indirect  cost  allocations  and  the 
development  of  patient  care  costs. 

E  “Other  hospital  activities”  means  all 
organized  activities  of  a  hospital  not 
immediately  related  to  the  patient  care, 
research,  and  instructional  and  training 
functions  which  produce  identifiable  revenue 
from  the  performance  of  these  activities.  If  a 
non-related  activity  does  not  produce 
identifiable  revenue,  it  may  be  necessary  to 
allocate  this  expense  using  an  appropriate 
basis.  In  such  a  case,  the  activity  may  be 
included  as  an  allocable  cost  (See  para.  Ill  D 
below.)  Also  included  under  this  definition  is 
any  category  of  cost  treated  as 
“Unallowable,”  provided  such  category  of 
cost  identifies  a  function  or  activity  to  which 
a  portion  of  the  institution's  indirect  cost  (as 
defined  in  para.  V.  A.)  are  properly  allocable. 

F.  “Patient  care”  means  those  departments 

or  cost  centers  which  render  routine  or 
ancillary  services  to  in-patients  and/or  out¬ 
patients.  As  used  in  para.  IX  B.23,  it  means 
the  cost  of  these  services  applicable  to 
patients  involved  in  resear^  programs.  | 

G.  “Allocation”  means  the  process  by  j 

which  the  indirect  costs  are  assigned  as 
between: 

1.  Organized  research. 

‘  2.  Patient  care  including  departmental 
research. 

3.  Instruction  and  training,  and 

4.  Other  hospital  activities. 
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H.  "Cost  center"  means  an  identiHabie 
department  or  area  (including  research) 
within  the  hospital  which  has  been  assigned 
an  account  number  in  the  hospital  accounting 
system  for  the  purpose  of  accumulating 
expense  by  department  or  area. 

I.  “Cost  finding”  is  the  process  of  recasting 
the  data  derived  from  the  accounts  ordinarily 
kept  by  a  hospital  to  ascertain  costs  of  the 
various  types  of  services  rendered.  It  is  the 
determination  of  direct  costs  by  specific 
identibcation  cmd  the  proration  of  indirect . 
costs  by  allocation. 

).  “Step  down"  is  a  cost  finding  method 
that  recognizes  that  services  rendered  by 
certain  nonrevenue-producing  departments  or 
centers  are  utilized  by  certain  other 
nonrevenue  producing  centers  as  well  as  by 
the  revenue-producing  centers.  All  costs  of 
nonrevenue-producing  centers  are  allocated 
to  all  centers  which  they  serve,  regardless  of 
whether  or  not  these  centers  produce 
revenue.  Following  the  apportionment  of  the 
cost  of  the  nonrevenue-producing  center,  that 
center  will  be  considered  closed  and  no 
further  costs  are  apportioned  to  that  center. 

K.  “Scatter  bed"  is  a  bed  assigned  to  a 
research  patient  based  on  availability. 
Research  patients  occupying  these  beds  are 
not  physically  segregated  from  nonresearch 
patients  occupying  beds.  Scatter  beds  are 
geographically  dispersed  among  all  the  beds 
available  for  use  in  the  hospital.  There  are  no 
special  features  attendant  to  a  scatter  bed 
that  distinguishes  it  from  others  that  could 
just  as  well  have  been  occupied. 

L^'lliscrete  bed"  is  a  bed  or  beds  that  have 
been  set  aside  for  occupancy  by  research 
patients  and  are  physically  segregated  from 
other  hospital  beds  in  an  environment  that 
permits  an  easily  ascertainable  allocation  of 
costs  associated  with  die  space  they  occupy 
and  the  services  they  generate. 

in.  Basic  CoDsideratioas 

A.  Composition  of  total  costs.  The  cost  of  a 
research  agreement  is  comprised  of  the 
allowable  direct  costs  incident  to  its 
performance  plus  the  allocable  portion  of  the 
allowable  indirect  costs  of  the  hospital  less 
applicable  credits.  (See  para.  III-E.) 

B.  Factors  affecting  allowability  of  a>sts. 
The  tests  of  allowability  of  costs  under  these 
principles  are; 

1.  They  must  be  reasonable. 

2.  They  must  be  assigned  to  research 
agreements  under  the  standards  and  methods 
provided  herein. 

3.  They  must  be  accorded  consistent 
treatment  through  application  of  those 
generally  accepted  accounting  principles 
appropriate  to  the  drcumstsnces  (See  para.  I- 
E.S.)  and 

4.  They  must  conform  to  any  Hmitations  or 
exclusions  set  forth  in  these  principles  or  in 
the  research  agreement  as  to  types  or 
amounts  of  cost  items. 

C.  Reasonable  costs.  A  cost  may  be 
considered  reasonable  if  the  nature  of  the 
goods  or  services  acquired  or  applied,  and 
the  amount  involved  therefor  reflect  the 
action  that  a  prudent  person  would  have 
taken  under  the  circumstances  prevailing  at 
the  time  the  decision  to  incur  the  cost  was 
made.  Major  considerations  involved  in  the 


determination  of  the  reasonableness  of  a  cost 
are: 

1.  Whether  or  not  the  cost  is  of  a  type 
generally  recognized  as  necessary  for  the 
operation  of  the  hospital  or  the  performance 
of  the  research  agreement, 

2.  The  restraints  or  requirements  imposed 
by  such  factors  as  arm's  length  bargaining, 
federal  and  state  laws  and  regulations,  and 
research  agreement  terms  and  conditions, 

3.  Whether  or  not  the  individuals 
concerned  acted  with  due  prudence  in  the 
circumstances,  considering  their 
responsibilities  to  the  hospital,  its  patients, 
its  employees,  its  students,  the  Government, 
and  the  public  at  large,  and 

4.  The  extent  to  which  the  actions  taken 
with  respect  to  the  incurrence  of  the  cost  are 
consistent  with  established  hospital  policies 
and  practices  applicable  to  the  work  of  the 
hospital  generally,  including  Government 
research. 

D.  Allocable  costs.  1.  A  cost  is  allocable  to 
a  particular  cost  center  (i.e..  a  specific 
function,  project  research  agreement, 
department,  or  the  like)  if  the  goods  or 
services  involved  are  chargeable  or 
assignable  to  such  cost  center  in  accordance 
with  relative  benefits  received  or  other 
equitable  relationship.  Subject  to  the 
foregoing,  a  cost  is  allocable  to  a  research 
agreement  if  it  is  incurred  solely  to  advance 
the  work  under  the  research  agreement  or  it 
benefits  both  the  research  agreement  and 
other  work  of  the  hospital  in  proportions  that 
can  be  approximated  through  use  of 
reasonable  methods;  or  it  is  necessary  to  the 
overall  operation  of  the  hospital  and,  in  light 
of  the  standards  provided  in  this  chapter,  is 
deemed  to  be  assignable  in  part  to  organized 
research.  Where  the  purchase  of  equipment 
or  other  capital  items  are  specihcally 
authorized  under  a  research  agreement  the 
amounts  thiu  authorized  for  such  purchases 
are  allocable  to  the  research  agreement 
regardless  of  the  use  that  may  subsequently 
be  made  of  the  equipment  or  other  capital 
items  involved. 

2.  Any  costs  allocable  to  a  particular 
research  agreement  under  the  standards 
provided  in  these  principles  may  not  be 
shifted  to  other  research  agreements  in  order 
to  meet  deficiencies  caused  by  overruns  or 
other  fund  considerations,  to  avoid 
restrictions  imposed  by  law  or  by  terms  of 
the  research  agreement,  or  for  other  reasons 
of  convenience. 

E.  Applicable  credits.  1.  The  term 
applicable  credits  refers  to  those  receipts  or 
negative  expenditure  types  of  transactions 
which  operate  to  offset  or  reduce  expense 
items  that  are  allocable  to  research 
agreements  as  direct  or  indirect  costs  as 
outlined  in  para.  V-A.  Typical  examples  of 
such  transactions  are:  purchase  discounts, 
rebates,  or  allowances:  recoveries  or 
indemnities  on  losses,  sales  of  scrap  or 
incidental  services;  tuition;  adjustments  of 
overpayments  or  erroneous  charges;  and 
services  rendered  to  patients  admitted  to 
federally  funded  clinical  researdi  centers, 
primarily  for  care  though  also  participating  in 
research  protocols. 

2.  In  some  instances,  the  amounts  received 
from  the  Federal  Government  to  finance 


hospital  activities  or  service  operations 
should  be  treated  as  applicable  credits. 
Specifically,  the  concept  of  netting  such 
credit  items  against  related  expenditures 
should  be  applied  by  the  hospital  in 
determining  the  rates  or  amounts  to  be 
charged  to  government  research  for  services 
rendered  whenever  the  facilities  or  other 
resources  used  in  providing  such  services 
have  been  financed  directly,  in  whole  or  in  , 
part,  by  federal  funds.  Thus,  where  such 
items  are  provided  for  or  benefit  a  particular 
hospital  activity,  i.e.,  patient  care,  research, 
instruction  and  training,  or  other,  they  should 
be  treated  as  an  offset  to  the  indirect  costs 
apportioned  to  that  activity.  Where  the 
benefits  are  common  to  all  hospital  activities 
they  should  be  treated  as  a  credit  to  the  total 
indirect  cost  pool  before  allocation  to  the 
various  cost  objectives. 

IV.  Direct  Costs 

A.  General.  Direct  costs  are  those  that  can 
be  identified  specifically  with  a  particular 
cost  center.  For  this  purpose,  the  term  cost 
center  refers  not  only  to  the  ultimate  centers 
against  which  costs  are  finally  lodged  such  as 
research  agreements,  but  also  to  other 
established  cost  centers  such  as  the 
individual  accounts  for  recording  particular 
objects  or  items  of  expense,  and  the  separate 
account  groupings  designed  to  record  the 
expenses  incurred  by  individual 
organizational  units,  functions,  projects  and 
the  like.  In  general,  the  administrative 
functions  and  service  activities  described  in 
para.  VI  are  identifiable  as  separate  cost 
centers,  and  the  expenses  associated  with 
such  centers  become  eligible  in  due  course 
for  distribution  as  indirect  costs  of  research 
agreements  and  other  ultimate  cost  centers. 

B.  Application  to  research  agreements. 
Identifiable  benefit  to  the  research  work 
rather  than  the  nature  of  the  goods  and 
services  involved  is  the  determining  factor  in 
distinguishing  direct  from  indirect  costs  of 
research  agreements.  T)qMcal  of  transactions 
chargeable  to  a  research  agreement  as  direct 
costs  are  the  compensation  of  employees  for 
the  time  or  effort  devoted  to  the  performance 
of  work  under  the  research  agreement, 
including  related  staff  benefit  and  pension 
plan  costs  to  the  extent  that  such  items  are 
consistently  accorded  to  all  employees  and 
treated  by  the  hospital  as  direct  rather  than 
indirect  costs  (see  para.  V.  B4b);  the  costs  of 
materials  consumed  or  expended  in  the 
performance  of  such  work;  and  other  items  of 
expense  incurred  for  the  research  agreement, 
such  as  extraordinary  utility  consumption. 

The  cost  of  materials  supplied  from  stock  or 
services  rendered  by  specialized  facilities  or 
other  institutional  service  operations  may  be 
included  as  direct  costs  of  research 
agreements  provided  such  items  are 
consistently  treated  by  the  institution  as 
direct  rather  than  indirect  costs  and  are 
charged  under  a  recognized  method  of  costing 
or  pricing  designed  to  recover  only  the  actual 
direct  and  indirect  costs  of  such  material  or 
service  and  conforming  to  generally  accepted 
cost  accounting  practices  consistently 
followed  by  the  institution. 
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V.  IndHract  Costs 

A.  General  Indirect  costs  are  those  that 
have  been  incurred  for  common  or  joint 
objectives,  and  thus  are  not  readily  subject  to 
treatment  as  direct  costs  of  research 
agreements  or  other  ultimate  or  revenue 
producing  cost  centers.  In  hospitals  such 
costs  normally  are  classified  but  not 
necessarily  restricted  to  the  following 
functional  categories:  Depreciation; 
Administrative  and  General  (including  fringe 
benefits  if  not  charged  directly);  Operation  of 
Plant;  Maintenance  of  Plant;  Laundry  and 
Linen  Service;  Housekeeping;  Dietary; 
Maintenance  of  Personnel;  and  Medical 
Records  and  Library. 

B.  Criteria  for  distribution. — 1.  Base  period. 
A  base  period  for  distribution  of  indirect 
costs  is  the  period  during  which  such  costs 
are  incurred  and  accumulated  for  distribution 
to  woric  performed  within  that  period.  The 
base  period  normally  should  coincide  with 
the  fiscal  year  established  by  the  hospital, 
but  in  any  event  the  base  period  should  be  so 
selected  as  to  avoid  inequities  in  the 
distribution  of  costs. 

2.  Need  for  cost  groupings.  The  overall 
objective  of  the  allocation  process  is  to 
distribute  the  indirect  costs  described  in 
para.  VI  to  organized  research,  patient  care, 
instruction  and  training,  and  other  hospital 
activities  in  reasonable  proportions 
consistent  with  the  nature  and  extent  of  the 
use  of  the  hospital's  resources  by  research 
personnel,  medical  staff,  patients,  students, 
and  other  personnel  or  organizations.  In 
order  to  a^eve  this  objective  with 
reasonable  precision,  it  may  be  necessary  to 
provide  for  selective  distribution  by 
establishing  separate  groupings  of  cost  within 
one  or  more  of  the  functional  categories  of 
indireot  costs  referred  to  in  para.  V-A.  In 
general,  the  coat  groupings  established  within 
a  functional  category  should  constitute,  in 
each  case,  a  pool  of  those  items  of  expense 
that  are  considered  to  be  of  like  character  in 
terms  of  their  relative  contribution  to  (or 
degree  ot  remoteness  from)  the  particular 
cost  centers  to  which  distribution  is 
appropriate.  Each  such  pool  or  cost  grouping 
should  then  be  distributed  individually  to  the 
related  cost  centers,  using  the  distribution 
base  or  method  most  appropriate  in  the  light 
of  the  guides  set  out  in  ^  below.  While  this 
paragraph  places  primary  emphasis  on  a 
step^own  method  of  indirect  cost 
computation,  para.  VIII  provides  an  alternate 
method  which  may  be  used  under  certain 
conditions. 

3.  Selection  of  distribution  method.  Actual 
conditions  must  be  taken  into  account  in 
selecting  the  method  or  base  to  be  used  in 
distributing  to  related  cost  centers  the 
expenses  assembled  under  each  of  the 
individual  cost  groups  established  as 
indicated  under  B2  above.  Where  a 
distribution  can  be  made  by  assignment  of  a 
coat  grouping  directly  to  the  area  benefited, 
the  distribution  should  be  made  in  that 
manner.  Care  should  be  given,  however,  to 
eliminate  similar  or  duplicative  costs  frxun 
any  other  distribution  made  to  this  area. 
Where  the  expenses  under  a  cost  grouping 
are  more  general  in  nature,  the  distribution  to 
related  cost  centers  should  be  made  through 


use  of  a  selected  base  which  will  produce 
results  which  are  equitable  to  both  the 
Government  and  the  hospital.  In  general,  any 
coat  element  (Mr  cost-related  factor  associated 
with  the  hospital's  work  is  potentially 
adaptable  fair  use  as  a  distribution  base 
iwovided: 

a.  It  can  readily  be  expressed  in  terms  of 
dollars  at  other  (]uantitative  measure  (total 
direct  expenditures,  direct  salaries,  manhours 
applie(L  square  feet  ntilizecL  b<mrs  of  usage, 
number  of  (kxniments  processed,  population 
serve(L  and  the  Uke);  and 

b.  It  is  common  to  the  related  cost  centers 
during  die  base  period.  The  essential 
(xxwideratioa  in  selection  of  the  distribotion 
base  in  eacdi  instance  is  that  it  be  the  one 
best  suited  frw  assigning  the  po(d  of  costs  to 
related  cost  centers  in  accxyrd  with  the 
relative  benefits  derived;  the  traceable  cause 
and  effect  relationship;  or  logic  and  reason, 
where  neither  benefit  nor  cause  and  effect 
relationship  is  determinable. 

4.  Genera/  consideratkm  on  cost  groupings. 
The  extent  to  whicdi  separate  cost  groupings 
and  selaidive  distribution  would  be 
appropriate  at  a  hospital  is  a  matter  of 
jwjignient  to  be  determined  on  a  case-by-case 
basis.  Typical  situations  which  may  warrant 
the  establishment  of  two  or  more  separate 
cost  groups  (based  on  acxxnmt  classifi(»tion 
or  analysis)  within  a  functional  (»U>gory 
include  but  are  not  limited  to  the  following: 

a.  Where  certain  items  or  categories  of 
expense  relate  soMy  to  one  of  tte  major 
di^sions  of  the  hospital  (patient  care, 
sponsored  leseandi.  instruction  and  training, 
or  other  hospital  activities)  or  to  any  two  but 
not  aB.  such  expenses  sho^  be  set  aside  as 
a  separate  coot  grouping  far  direct 
asaignmaiil  as  oafacthre  distrttMition  in 
acxxirdaaea  with  the  guides  provided  to  BB 
and  B3  above: 

b.  Where  any  types  of  expense  carfinary 
treated  as  indiiaet  aoet  as  outlined  in  para.  V- 
A  are  charged  to  research  agreements  as 
direct  costs,  the  staiilar  tjrpe  expenses 
applicable  to  other  activitiss  of  the  institntion 
must  through  separate  ccMt  grouping  be 
excluded  fnxn  the  indirect  costs  allocable  to 
reseandi  agreements. 

c.  Where  it  is  determined  that  certain 
expenses  are  for  die  supp(Mt  of  a  service  unit 
or  facility  whose  output  is  susceptible  of 
measurement  oo  a  workload  or  other 
()uantitative  basis,  such  expenses  should  be 
set  aside  as  a  separate  cost  grouping  for 
distributton  on  such  basis  to  organized 
research  and  other  hospital  activities. 

(L  Where  organized  activities  (including 
identifiable  segments  of  organiz^  research 
as  well  as  the  activities  cited  to  para.  D-E) 
provide  their  own  pundiasing,  personnel 
administraticMa,  building  maintenance,  or 
housekeeping  or  shnfiar  service,  the 
distributim  oi  such  elements  of  indirect  cost 
to  such  activities  should  be  aixomplished 
through  cost  grouping  which  inclo(ies  only 
that  portion  ^  central  indirect  costs  (such  as 
for  overall  management)  whkdi  are  property 
allo<mble  to  suidi  activitiea 

e.  Where  the  hospital  elects  to  treat  as 
indirect  charges  the  costs  of  pension  plans 
and  other  staff  benefits,  such  costs  shcnild  be 
set  aside  as  a  separate  cost  grouping  for 


selective  distributi<»  to  related  cost  centers, 
including  organized  research. 

f.  Where  the  hospital  is  affiliated  with  a 
medical  sduMil  or  some  other  institution 
which  perfanns  organized  research  on  the 
hospital's  premises,  every  effort  should  be 
ma^  to  establish  separate  cost  groupings  in 
the  Administrative  and  General  or  other 
appifaable  categexy  which  wiU  reascmably 
reflect  the  ase  of  services  and  facilities  by 
such  reseandi.  (See  also  para.  VII-A.3) 

5.  Materiality.  Where  it  is  determined  that 
the  use  ot  separate  cost  groupings  and 
selective  (fistribution  are  necessary  to 
produce  equitable  results,  the  number  ot  such 
separate  (mst  groupings  within  a  functional 
category  should  be  held  within  practical 
limits,  after  taking  into  consideration  the 
materiality  of  the  amounts  involved  and  the 
degree  of  precisi(»  attainable  through  less 
selective  methods  of  distributkMi. 

C  Arkniniatratioa  of  /imitations  on 
allowances  for  indirect  costs.  “L  Reseaich 
grants  may  be  subject  to  laws  and/or 
administrative  regulatkxis  that  limit  the 
allowance  for  indirect  costs  under  each  such 
grant  to  a  stated  percentage  of  the  direct 
costs  allowed.  Agemties  that  sponsor  such 
grants  will  establish  procediues  which  will 
assure  Aat: 

a.  the  terms  and  amount  authorized  in  each 
case  confcHin  witii  the  provisions  of 
paragraphs  DL  V  and  DC  of  these  principles 
as  they  apply  to  matters  involving  the 
consistent  treatment  and  allowability  of 
individual  itema  of  coat;  and 

b.  the  am(Mmt  actuaUy  allowed  for  indirect 
costs  under  each  such  lasearch  grant  does 
not  exceed  the  maximum  aHowabla  under  the 
Itoftitadkm  or  tha  mnount  otharvriss  allowable 
ondar  tiwae  ptiaciplca,  whichever  ia  the 
smaller. 

Z  Where  tha  actual  allowance  for  indirect 
costs  (m  any  reaeaych  grant  must  be 
restricted  to  the  smaller  of  the  two 
alternative  amcnints  referred  to  in  Cl  above, 
su(di  alternative  amounts  should  be 
determined  in  a(Xordance  with  the  following 
guides: 

a.  The  mflyimuai  allowable  under  the 
limitation  should  be  established  by  applying 
the  stated  percentage  to  a  direct  cost  base 
which  shall  include  all  items  ot  expenditure 
auth(Ntoed  by  the  sponsoring  agency  for 
inclusion  as  part  of  the  total  cost  for  the 
direct  benefit  of  the  work  under  the  grant 
and 

b.  The  amenmt  otherwise  allowabte  under 
these  principles  should  be  established  by 
applying  the  current  institutional  indirect  cost 
rate  to  tiuMe  elements  of  direct  cost  whi(di 
were  included  in  the  base  on  whi(di  the  rate 
was  duaputed 

3.  When  the  maximum  amount  allowable 
under  a  statutory  limitatton  or  the  terras  of  a 
research  agreement  ia  less  than  the  amount 
otherwise  allocabla  as  indirect  costs  under 
these  principles,  the  amount  not  recoverable 
as  indirect  costs  under  the  research 
agreement  tovofved  may  not  be  shifted  to 
other  research  agreements. 
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VL  Identificatioii  and  AMignment  of  Indiract 
Costs 

A.  Depreciation  or  use  charge.  1.  The 
expenses  under  this  heading  should  include 
depreciation  (as  dehned  in  para.  IX-B.9a)  on 
buildings,  fixed  equipment,  and  movable 
equipment,  except  to  the  extent  purchased 
through  federal  funds.  Where  adequate 
records  for  the  recording  of  depreciation  are 
not  available,  a  use  charge  may  be 
substituted  for  depreciation  (See  para.  IX-4.) 

2.  The  expenses  included  in  this  category 
should  be  allocated  to  applicable  cost  centers 
in  a  manner  consistent  with  the  guides  set 
forth  in  para.  V-B,  on  a  basis  that  gives 
primary  emphasis  to  (a)  space  utilization  with 
respect  to  depreciation  on  buildings  and  fixed 
equipment;  and  (b)  specific  identification  of 
assets  and  their  use  with  respect  to  movable 
equipment  as  it  relates  to  patient  care, 
organized  research,  instruction  and  training, 
and  other  hospital  activities.  Where  such 
records  are  not  sufficient  for  the  purpose  of 
the  foregoing,  reasonable  estimates  will 
suffice  as  a  means  for  effecting  distribution  of 
the  amounts  involved. 

B.  Administration  and  general  expenses.  1. 
The  expenses  under  this  heading  are  those 
that  have  been  incurred  for  the 
administrative  offices  of  the  hospital 
including  accounting,  personnel,  purchasing, 
information  centers,  telephone  expense,  and 
the  like  which  do  not  relate  solely  to  any 
major  division  of  the  institution,  i.e.,  solely  to 
patient  care,  organized  research,  instruction 
and  training,  or  other  hospital  activities. 

2.  The  expenses  included  in  this  category 
may  be  allocated  on  the  basis  of  total 
expenditures  exclusive  of  capital 
expenditures,  or  salaries  and  wages  in 
situations  where  the  results  of  the 
distribution  made  on  this  basis  are  deemed  to 
be  equitable  both  to  the  Government  and  the 
hospital;  otherwise  the  distribution  of 
Administration  and  General  expenses  should 
be  made  through  use  of  selected  bases, 
applied  to  separate  cost  groupings 
established  within  this  category  of  expenses 
in  accordance  with  the  guides  set  out  in  para. 
V-B. 

C  Operation  of  plant  1.  The  expenses 
under  this  heading  are  those  that  have  been 
incurred  by  a  central  service  organization  or 
at  the  departmental  level  for  the 
administration,  supervision,  and  provision  of 
utilities  (exclusive  of  telephone  expense)  and 
protective  services  to  the  physical  plant. 

They  include  expanses  incurred  for  such 
items  as  power  plant  operations,  general 
utility  costs,  elevator  operations,  protection 
services,  and  general  parking  lots. 

2.  The  expenses  included  in  this  category 
should  be  allocated  to  applicable  cost  centers 
in  a  manner  consistent  with  the  guides 
provided  in  para.  V-B,  on  a  basis  that  gives 
primary  emphasis  to  space  utilization.  The 
allocations  should  be  developed  as  follows: 

a.  Where  actual  space  and  related  cost 
records  are  available  or  can  readily  be 
developed  and  maintained  without 
significant  change  in  the  accounting 
practices,  the  amount  distributed  should  be 
based  on  such  records; 

b.  Where  the  space  and  related  cost 
records  maintained  are  not  sufficient  for 


purposes  of  the  foregoing,  a  reasonable 
estimate  of  the  proportion  of  total  space 
assigned  to  the  various  costs  centers 
normally  will  suffice  as  a  means  for  effecting . 
distribution  of  the  amounts  involved;  or 

c.  Where  it  can  be  demonstrated  that  an 
area  or  volume  or  space  basis  of  allocation  is 
impractical  or  inequitable,  other  bases  may 
be  used  provided  consideration  is  given  to 
the  use  of  facilities  by  research  persormel 
and  others,  including  patients. 

D.  Maintenance  of  plant  1.  The  expenses 
under  this  heading  should  include: 

a.  All  salaries  and  wages  pertaining  to 
ordinary  repair  and  maintenance  woik 
performed  by  employees  on  the  payroll  of  the 
hospital; 

b.  All  supplies  and  parts  used  in  the 
ordinary  repairing  and  maintaining  of 
buildings  and  general  equipment;  and 

c.  Amounts  paid  to  outside  concerns  for  the 
ordinary  repairing  and  maintaining  of 
buildings  and  general  equipment. 

2.  The  expenses  included  in  this  category 
should  be  allocated  to  applicable  cost  cepters 
in  a  maimer  consistent  with  the  guides 
provided  in  para.  V-B.  on  a  basis  that  gives 
primary  emphasis  to  space  utilization.  The 
allocations  and  apportionments  should  be 
developed  as  follows: 

a.  Where  actual  space  and  related  cost 
records  are  available  and  can  readily  be 
developed  and  maintained  without 
significant  change  in  the  accounting 
practices,  the  amount  distributed  should  be 
based  on  such  records; 

b.  Where  the  space  and  related  cost  , 
records  maintained  are  not  sufficient  for 
purposes  of  the  foregoing,  a  reasonable 
estimate  of  the  proportion  of  total  space 
assigned  to  the  various  cost  centers  normally 
will  suffice  as  a  means  for  effecting 
distribution  of  the  amounts  involved;  or 

c.  Where  it  can  be  demonstrated  that  an 
area  or  volume  of  space  basis  of  allocation  is 
impractical  or  inequitable,  other  basis  may  be 
used  provided  consideration  is  given  to  the 
use  of  facilities  by  research  personnel  and 
others,  including  patients. 

E.  Laundry  and  linen.  1.  The  expenses 
under  this  heading  should  include: 

a.  Salaries  and  wages  of  laundry 
department  employees,  seamstresses,  clean 
linen  handlers,  linen  delivery  men,  etc.; 

b.  Supplies  used  in  connection  with  the 
laundry  operation  and  all  linens  purchased; 
and 

c.  Amounts  paid  to  outside  concerns  for 
purchased  laundry  and/or  linen  service. 

2.  The  expense  included  in  this  category 
should  be  allocated  to  related  cost  centers  in 
a  manner  consistent  with  the  guides  provided 
in  para.  V-B.  on  a  basis  that  gives  primary 
emphasis  to  actual  pounds  of  linen  used.  The 
allocations  should  be  developed  as  follows: 

a.  Where  actual  poundage  and  related  cost 
records  are  available  or  can  readily  be 
developed  and  maintained  without 
significant  change  in  the  accounting 
practices,  the  amount  distributed  should  be 
based  on  such  records; 

b.  Where  it  c«m  be  demonstrated  that  a 
poundage  basis  of  allocation  is  impractical  or 
inequitable  other  bases  may  be  us^ 
provided  consideration  is  given  to  the  use  of 


linen  by  research  personnel  and  others, 
including  patients. 

F.  Housekeeping.  1.  The  expenses  under 
this  heading  should  include: 

a.  All  salaries  and  wages  of  the  department 
head,  foreman,  maids,  porters,  janitors,  wall 
washers,  and  other  housekeeping  employees: 

b.  All  supplies  used  in  carrying  out  the 
housekeeping  functions;  and 

c.  Amounts  paid  to  outside  concerns  for 
purchased  ser^ces  such  as  window  washing, 
insect  extermination,  etc. 

2.  The  expenses  included  in  this  category 
should  be  allocated  to  related  cost  centers  in 
a  manner  consistent  with  the  guides  provided 
in  para.  V-4.  on  a  basis  that  gives  primary 
emphasis  to  space  actually  serviced  by  the 
housekeeping  department.  The  allocations 
and  apportionments  should  be  developed  as 
follows: 

a.  Where  actual  space  serviced  and  related 
cost  records  are  available  or  can  readily  be 
developed  and  maintained  without 
significant  change  in  the  accoimting 
practices,  the  amount  distributed  should  be 
based  on  such  records; 

b.  Where  the  space  serviced  and  related 
cost  records  maintained  are  not  sufficient  for 
purposes  of  the  foregoing,  a  reasonable 
estimate  of  the  proportion  of  total  space 
assigned  to  the  various  cost  centers  normally 
will  suffice  as  a  means  for  effecting 
distribution  of  the  amounts  of  housekeeping 
expenses  involved;  or 

c.  Where  it  can  be  demonstrated  that  the 
space  serviced  basis  of  allocation  is 
impractical  or  inequitable,  other  bases  may 
be  used  provided  consideration  is  given  to 
the  use  of  housekeeping  services  by  research 
personnel  aqd  others,  including  patients. 

G.  Dietary.  1.  These  expenses,  as  used 
herein,  shaU  mean  only  the  subsidy  provided 
by  the  hospital  to  its  employees  including 
research  personnel  through  its  cafeteria 
operation.  The  hospital  must  be  able  to 
demonstrate  throu^  the  use  of  proper  cost 
accounting  techniques  that  the  cafeteria 
operates  at  a  loss  to  the  benefit  of  employees. 

2.  The  reasonable  operating  loss  of  a 
subsidized  cafeteria  operation  should  be 
allocated  to  related  cost  centers  in  a  manner 
consistent  with  the  guides  provided  in  para. 
V-B.  on  a  basis  that  gives  primary  emphasis 
to  number  of  employees. 

H.  Maintenance  (housing)  of  personnel.  1. 
The  expenses  under  this  heading  should 
include: 

a.  The  salaries  and  wages  of  matrons, 
clerks,  and  other  employees  engaged  in  work 
in  nurses'  residences  and  other  employees’ 
quarters; 

b.  All  supplies  used  in  connection  with  the 
operation  of  such^lormitories;  and 

c.  Payments  to  outside  agencies  for  the 
rental  of  houses,  apartments,  or  rooms  used 
by  hospital  personnel. 

2.  The  expenses  included  in  this  category 
should  be  allocated  to  related  cost  centers  in 
a  manner  consistent  with  the  guides  provided 
in  para.  V-B.  on  a  basis  that  gives  primary 
emphasis  to  employee  utilization  of  housing 
facilities.  The  allocation  should  be  developed 
as  follows: 

a.  Appropriate  credit  should  be  given  for 
all  payments  received  fi«m  employees  or 
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otherwise  to  redooe  die  expense  to  be 
aHocated; 

b.  A  net  coat  per  housed  empiojree  may 
dien  be  compute  and 

c.  ADocation  shoeld  be  made  on  a 
departmental  basis  based  on  the  number  of 
housed  employees  in  each  respective 
department 

1.  Medioal  records  and  library.  1.  Hie 
expenses  under  this  heading  should  include: 

a.  The  salaries  and  wages  of  the  records 
librarian,  medical  librarian,  clerics, 
stenographers,  etc.;  and 

b.  All  supplies  such  as  medical  record 
forms,  chart  covers,  Hling  supplies, 
stationery,  medical  library  books,  periodicals, 
etc. 

2.  The  expenses  included  in  this  category 
should  be  allocated  to  related  exist  centers  in 
a  manner  consistent  with  the  guides  provided 
in  para.  V-B.  on  a  basis  that  gives  primary 
emphasis  to  a  special  time  survey  of  medical 
records  personnel.  If  this  appears  to  be 
impractical  or  inequitable,  other  bases  may 
be  used  provided  consideration  is  given  to 
the  use  of  these  facilities  by  research 
personnel  and  others,  including  patients. 

Vn.  Determinaticm  and  Application  of 
Incfiract  Coat  Rate  pr  Rates 

A.  Indirect  cost  pools.  1.  Subject  to  (2) 
below,  indirect  costs  allocxited  to  organized 
reseaiuh  should  be  treated  as  a  cximmon  pcxil, 
and  the  costs  in  sucii  exmunon  pool  should  be 
distributed  to  individual  researcii  agreements 
benefiting  therehtim  on  a  single  rate  basis. 

2.  In  some  instancies  a  single  rate  basis  for 
use  on  all  government  research  at  a  hospital 
may  not  be  appropriate  since  it  would  not 
take  into  account  those  different 
environmental  factors  whicdi  may  affect 
substantially  the  indirect  costs  applicable  to 
a  particular  segment  of  government  research 
at  the  institution.  For  this  purpose,  a 
particular  segment  of  government  research 
may  be  that  performed  under  a  single 
research  agreement  or  it  may  consist  of 
research  under  a  group  of  research 
agreements  performed  in  a  common 
envirorunent  The  environmental  factors  are 
not  limited  to  the  physical  location  of  the 
work.  Other  impo^nt  factors  are  the  level  of 
the  administrative  support  required,  the 
nature  of  the  facilities  or  other  resources 
employed,  the  scientific  disciplines  or 
technical  skills  involved,  the  organizational 
arrangements  used,  or  any  combination 
thereof.  Where  a  particular  segment  of 
government  research  is  performed  within  an 
environment  which  appears  to  generate  a 
significantly  different  level  of  indirect  costs, 
provision  should  be  made  for  a  separate 
indirect  coat  pool  applicable  to  such  work. 

An  example  of  this  differential  may  be  in  the 
development  of  a  separate  indirect  cost  pool 
for  a  clinical  research  center  grant.  The 
separate  indirect  cost  pool  should  be 
developed  during  the  course  of  the  regular 
distribution  process,  and  the  separate 
indirect  cost  rate  resulting  therefrom  should 
be  utilized  provided  it  is  determined  that: 

a.  Such  indirect  cost  rate  differs 
significantly  from  that  which  would  have 
obtained  under  (1)  above;  and 


b.  The  vohne  of  research  work  to  whidi 
such  rata  would  apply  is  material  in  relation 
to  other  govemaMnt  research  at  the 
institutkm. 

S.  It  is  a  oommon  practice  for  grants  or 
contracts  awserded  to  odier  institetions. 
typically  IMveraity  Schoob  of  Medicine,  to 
be  perfonaed  on  hoepilal  premises,  fri  these 
eases  the  hoapHal  should  develop  a  separate 
indirect  cost  pool  apfdicable  to  the  woric 
under  such  grants  or  contracts.  This  pool 
should  be  developed  by  a  selective 
distributiem  of  only  those  indirect  cost 
categories  which  benefit  the  woric  performed 
by  the  other  institution,  within  the  practical 
limits  dictated  by  available  data  a^  the 
materiality  of  the  amounts  involved.  Hospital 
costs  determined  to  be  allocable  to  grants  or 
contracts  awarded  to  another  institution  may 
not  be  reexivered  as  a  cost  of  grants  or 
contracts  awarded  directly  to  the  hospital. 

B.  The  distribution  base.  Preferably, 
indirect  costs  allocated  to  organized  research 
should  be  distributed  to  applicable  research 
agreements  on  the  basis  oi  direct  salaries  and 
wages.  However,  where  the  use  of  salaries 
and  wages  results  in  an  inequitable 
allocation  of  costs  to  the  research 
agreements,  total  direct  costs  or  a  variation 
thereof,  may  be  used  in  lieu  of  salaries  and 
wages.  Regardless  of  the  base  used,  an 
indirect  cost  rate  should  be  determined  for 
eacdi  ot  the  separate  indirect  cost  pools 
developed  pursuant  to  para.  VD-A.  The  rate 
in  each  case  should  be  stated  as  the  a 
percentage  which  the  amount  of  the 
particular  indirect  cost  pool  is  of  the  total 
direct  salaries  and  wages  (or  other  base 
selected)  for  all  research  agreements 
identified  urith  such  a  pooL 

C  Negotiated  lump  sum  for  overhead.  A 
negotiated  fixed  amount  in  lieu  of  indirect 
costs  may  be  appropriate  for  self-contained 
or  off-campus  researeh  activities  where  the 
benefits  derived  from  a  hospital's  indirect 
services  cannot  be  readily  determined.  Such 
amount  negotiated  in  lieu  of  indirect  costs 
will  be  treated  as  an  offset  to  the  appropriate 
indirect  cost  pool  after  allocation  to  patient 
care,  organized  research,  instruction  and 
training,  and  other  hospital  activities.  The 
base  on  which  such  remaining  expenses  are 
allocated  should  be  appropriately  adjusted. 

D.  Predetermined  overhead  rates.  The 
utilization  of  predetermined  fixed  overhead 
rates  may  offer  potential  advantages  in  the 
administration  of  research  agreements  by 
facilitating  the  preparation  of  research 
budgets  emd  permitting  more  expeditious 
close  out  of  the  agreements  when  the  work  is 
completed.  Therefore,  to  the  extent  allowed 
by  law,  consideration  may  be  given  to  the 
negotiation  of  predetermined  fixed  rates  in 
those  situations  where  the  cost  experience 
and  other  pertinent  factors  available  are 
deemed  sufficient  to  enable  the  Government 
and  the  hospital  to  reach  a  reasonable 
conclusion  as  to  the  probable  level  of  the 
indirect  cost  rate  for  the  ensuing  accounting 
period. 

Vm.  Simplified  Method  for  Small  Institiitioaa 

A.  CeneraJ.  1.  Where  the  total  direct  cost  of 
all  government-sponsored  research  and 
development  work  at  a  hospital  in  a  year  is 


minimiil,  the  use  of  the  abbreviated 
procedure  described  in  para.  VID-B  below 
may  be  eoceptable  in  the  determination  of 
allowable  indaract  eoets.  This  method  asay 
also  be  used  to  initially  determine  a 
provisknial  indirect  east  rate  lor  hospitals 
that  have  not  previously  establiabed  a  rate. 
Under  this  abbreviated  prooedare,  data  taken 
directly  firom  the  institution's  most  recent 
annual  financial  repost  and  immediately 
available  sapporting  infatmation  will  be 
utilized  as  a  basis  im  determining  the 
indirect  cost  rate  applicable  to  research 
agreements  at  the  institution. 

2.  The  rigid  formula  approach  provided 
under  the  abbreviated  procedure  has 
limitations  which  may  preclude  its  use  at 
some  hospitals  either  because  the  minimum 
data  reqsdrsd  for  tiiis  purpose  are  not  readily 
available  or  because  the  application  of  the 
abbreviated  procedure  to  the  availabls  data 
produces  results  which  appear  inequitable  to 
the  Government  or  the  hMpital  In  any  such 
case,  indirect  costs  should  be  determined 
through  nee  of  the  regular  procedure  rather 
than  the  abbreviated  procedure. 

3.  In  certain  instances  where  the  total 
direct  cost  of  all  government-sponsored 
research  and  development  wo^  at  the 
hospital  ia  more  than  minimal,  the 
abbreviated  procedure  may  be  used  if  prior 
permission  is  obtained.  This  alternative  will 
be  granted  only  in  those  cases  where  it  can 
be  demonstrated  that  the  step-down 
technique  cannot  be  followed 

B.  Abbreviated  procedure.  1.  Total 
expenditaea  as  taken  from  the  most  recent 
aniuml  financial  rnport  will  be  adjusted  by 
eliminating  from  fmliier  consideratkm 
expenditures  for  capital  Hems  as  defined  in 
para.  IX-B.4  and  unallowable  costs  as 
defined  under  various  headings  in  para.  IX 
and  para.  III-^ 

2.  Total  expenditures  as  adjusted  under  the 
foregoing  will  then  be  distributed  among  (a) 
expenditures  apiplicable  to  administrative 
and  general  overhead  functions,  (b) 
expenditures  apipiUcable  to  all  ot^r  overhead 
functions,  and  (c)  expenditures  for  ail  other 
purpxees.  The  first  group  shall  include 
amounts  associated  with  the  functional 
categories.  Administration  and  General,  and 
Dietary,  as  defined  in  prara.  VI.  The  second 
group  shall  include  Oepweeiation.  Operation 
of  Plant,  Mahitenance  of  Plant  and 
Housekeeping.  The  third  group — expenditures 
for  all  oth«  pnirprases — shall  include  the 
amounts  applicable  to  all  other  activities, 
namely,  patient  care,  organized  research, 
instruction  and  training,  and  other  hospital 
activities  as  defined  under  pera.  B-E.  For  the 
purpeses  of  this  section,  the  functional 
categories  of  Laundry  and  Linen, 

Maintenance  of  PersonneL  and  Medical 
Records  and  Library  as  defined  in  piara.  VI 
shall  be  considered  as  expenditures  for  all 
other  pnuposes. 

3.  The  exp>enditures  distributed  to  the  first 
two  groups  in  para.  VIII-B.2  should  then  be 
adjusted  by  those  receipts  or  negative 
exprenditure  tjrpres  of  transactions  which  tend 
to  reduce  exprense  Hems  allocable  to  research 
agreements  as  indirect  costs.  Examples  of 
such  receiprts  or  negative  exp)enditurea  are 
itemized  in  pmra.  111-^1. 
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4.  In  applying  the  procedures  in  para.  Vm- 
B.l  and  P.2,  the  cost  of  unallowable  activities 
such  as  Gift  Shop,  Investment  Property 
Management,  Fund  Raising,  and  Public 
Relations,  when  they  benefit  from  the 
hospital's  indirect  cost  services,  should  be 
treated  as  expenditiues  for  all  other 
purposes.  Such  activities  are  presumed  to 
benefit  from  the  hospital's  indirect  cost 
services  when  they  include  salaries  of 
personnel  working  in  the  hospital.  When  they 
do  not  include  su^  salaries,  they  should  be 
eliminated  from  the  indirect  cost  rate 
computation. 

5.  The  indirect  cost  rate  will  then  be 
computed  in  two  stages.  The  first  stage 
requires  the  computation  of  an 
A(iteinistrative  and  General  rate  component. 
This  is  done  by  applying  a  ratio  of  research 
direct  costs  over  total  di^ct  costs  to  the 
Administrative  and  General  pool  developed 
under  para.  VIIt4.2  and  B.3  above.  The 
resultant  amount — that  which  is  allocable  to 
research — is  divided  by  the  direct  research 
cost  base.  The  second  stage  requires  the 
computation  of  an  All  other  Indirect  Cost  rate 
component.  This  is  done  by  applying  a  ratio 
of  research  direct  space  over  total  direct 
space  to  All  Other  Indirect  Cost  pool 
developed  under  para.  VIII-B.2  and  B.3 
above.  Hie  resultant  amount — that  which  is 
allocable  to  research — is  divided  by  the 
direct  research  cost  base. 

The  total  of  the  two  rate  components  will 
be  the  institution's  indirect  cost  rate.  For  the 
purposes  of  this  section,  the  research  direct 
cost  or  space  and  total  direct  cost  or  space 
will  be  that  cost  or  space  identified  with  the 
functional  categories  classified  under 
Expenditures  for  all  other  purposes  under 
para.  VIII-6.2. 

IX.  General  Standards  for  Selected  Items  of 
Cost 

A.  General  This  section  provides 
standards  to  be  applied  in  establishing  the 
allowability  of  certain  items  involved  in 
determining  cost.  These  standards  should 
apply  irrespective  of  whether  a  particular 
item  of  cost  is  property  treated  as  direct  cost 
or  indirect  cost.  Failure  to  mention  a 
particular  item  of  cost  in  the  standards  is  not 
intended  to  imply  that  it  is  either  allowable 
or  unallowable;  rather,  determination  as  to 
allowability  in  each  case  should  be  based  on 
the  treatment  or  standards  provided  for 
similar  or  related  items  of  cost  In  case  of 
discrepancy  between  the  provisions  of  a 
specific  research  agreement  and  the 
applicable  standard  provided,  the  provisions 
of  the  research  agreement  should  govern. 
However,  in  some  cases  advance 
understandings  should  be  reached  on 
particular  cost  items  in  order  that  the  full 
costs  of  research  be  supported.  The  extent  of 
allowability  of  the  selected  items  of  cost 
covered  in  this  section  has  been  stated  to 
apply  broadly  to  many  accounting  systems  in 
varying  environmental  situations.  Thus,  as  to 
any  given  research  agreement,  the  , 
reasonableness  and  allocability  of  certain 
items  of  costs  may  be  difficult  to  determine, 
particulariy  in  connection  with  hospitals 
which  have  medical  school  or  other 
affiliations.  In  order  to  avoid  possible 


subsequent  disallowance  or  dispute  based  on 
unreasonableness  or  nonallocability.  it  is 
important  that  prospective  recipients  of 
federal  funds  particularly  those  whose  work 
is  predominantly  or  substantially  with  the 
Government  seek  agreement  with  the 
Government  in  advance  of  the  incurrence  of 
special  or  unusual  costs  in  categories  where 
reasonableness  or  allocability  are  difficult  to 
determine.  Such  agreement  may  also  be 
initiated  by  the  Government  Any  such 
agreement  should  be  incorporated  in  the 
research  agreement  itself.  However,  the 
absence  of  such  an  advance  agreement  on 
any  element  of  cost  will  not  in  itself  serve  to 
make  that  element  either  allowable  or 
unallowable.  Examples  of  costs  on  which 
advance  agreements  may  be  particularly 
important  are: 

1.  Facilities  costs,  such  as; 

a.  Depreciation 

b.  Rental 

c.  Use  charges  for  fully  depreciated  assets 

d.  Idle  facilities  and  idle  capacity 

e.  Plant  reconversion 

f.  Extraordinary  or  deferred  maintenance 
and  repair 

g.  Acquisition  of  automatic  data  processing 
equipment 

2.  Preaward  costs 

3.  Non-hospital  professional  activities 

4.  Self-insurance 

5.  Support  services  charged  directly 
(computer  services,  printing  and  duplicating 
servidhs,  etc.) 

6.  Employee  compensation,  travel,  and 
other  personnel  costs,  including; 

a.  Compensation  for  personal  service, 
including  wages  and  salaries,  bonuses  and 
incentives,  premium  payments,  pay  for  time 
not  worked,  and  supplementary 
compensation  and  benefits,  such  as  pension 
and  retirement  group  insurance,  severance 
pay  plans,  and  other  forms  of  compensation 

b.  Morale,  health,  welfare,  and  food  service 
and  dormitory  costs 

c.  Training  and  education  costs 

d.  Relocation  costs,  including  special  or 
mass  personnel  movement 

B.  Selected  items. — 1.  Advertising  costs. 
The  terra  advertising  costs  means  the  costs  of 
advertising  media  and  corollary 
administrative  costs.  Advertising  media 
include  magazines,  newspapers,  radio  and 
television  programs,  direct  mail  exhibits,  and 
the.  like.  The  only  advertising  costs  allowable 
are  those  which  are  solely  for; 

a.  The  recruitment  of  persons  required  for 
the  performance  by  the  institution  of 
obligations  arising  under  the  research 
agreement,  when  considered  in  conjimction 
with  all  other  recruitment  costs  as  set  forth  in 
para  IX-B.34 

b.  The  procurement  of  scarce  items  for  the 
performance  of  the  research  agreement;  or 

c.  The  disposal  of  scrap  or  surplus 
materials  acquired  in  the  performance  of  the 
research  agreement. 

Costs  of  this  nature,  if  incurred  for  more  than 
one  research  agreement  or  for  both  research 
agreement  woric  and  other  work  of  the 
institution,  are  allowable  to  the  extent  that 
the  principles  in  paragraph  IV  and  V  are 
observed. 


2.  Bad  debts.  Losses  arising  frtim 
uncollectible  accounts  and  other  claims  and 
related  collection  and  legal  costs  are 
unallowable  except  that  a  bad  debt  may  be 
included  as  a  direct  cost  of  the  research 
agreement  to  the  extent  that  it  is  caused  by  a 
research  patient  and  approved  by  the 
awarding  agency.  This  biclusion  is  only 
intended  to  cover  the  situation  of  the  patient 
admitted  for  research  purposes  who 
subsequently  or  in  conjunction  with  the 
research  receives  clinical  care  for  which  a 
charge  is  made  to  the  patient.  If,  after 
exhausting  all  means  of  collecting  these 
charges,  a  bad  debt  results,  it  may  be 
considered  an  appropriate  charge  to  the 
research  agreement. 

3.  Bonding  costs,  a.  Bonding  costs  arise 
when  the  Government  requires  assurance 
against  financial  loss  to  itself  or  others  by 
reason  of  the  act  or  default  of  the  hospital. 
They  arise  also  in  instances  where  the 
hospital  requires  similar  assurance. 

Included  are  such  types  as  bid. 
performance,  payment,  advance  payment 
infringement  and  fidelity  bonds. 

b.  Costs  of  bonding  required  pursuant  to 
the  terms  of  the  research  a^ement  are 
allowable. 

c.  Costs  of  bonding  required  by  the  hospital 
in  the  general  conduct  of  its  business  are 
allowable  to  the  extent  that  such  bonding  is 
in  accordance  with  sound  business  practice 
and  the  rates  and  premiums  are  reasonable 
under  the  circumstances. 

4.  Capital  expenditures.  The  costs  of 
equipmenl  buildings,  and  repairs  which 
materially  increase  the  value  or  useful  life  of 
buildings  or  equipment  should  be  capitalized 
and  are  unallowable  except  as  provided  for 
in  the  research  agreement. 

5.  Civil  defense  costs.  Civil  defense  costs 
are  those  incurred  in  planning  for,  and  the 
protection  of  life  and  property  against  the 
possible  effects  of  enemy  attack.  Reasonable 
costs  of  civil  defense  measures  (including 
costs  in  excess  of  normal  plant  protection 
costs,  first-aid  training  and  supplies,  fire¬ 
fighting  training,  posting  of  additional  exit 
notiqes  and  directions,  and  other  approved 
civil  defense  measures)  undertaken  on  the 
institution's  premises  pursuant  to  suggestions 
or  requirements  of  civil  defense  authorities 
are  allowable  when  distributed  to  all 
activities  of  the  institution.  Capital 
expenditures  for  dvil  defense  purposes  will 
not  be  allowed,  but  a  use  allowance  or 
depreciation  may  be  permitted  in  accordance 
with  provisions  set  forth  elsewhere.  Costs  of 
local  civH  defense  projects  not  on  the 
institution’s  premises  are  unallowable. 

6.  Communication  costs.  Costs  incurred  for 
telephone  services,  local  and  long  distance 
telephone  calls,  telegrams,  radiograms, 
postage,  and  the  like  are  allowable. 

7.  Compensation  for  personal  services. — a. 
General  Compensation  for  personal  services 
covers  all  remuneration  paid  currently  or 
accrued  to  employees  of  the  hospital  for 
services  rendered  during  the  period  of 
performance  under  government  research  • 
agreements.  Such  remuneration  includes 
sdaries,  wages,  staff  benefits  (see  para.  IX- 
B.10).  and  pension  plan  costs  (see  para.  DC- 
B.25).  The  costs  of  such  remuneration  are 
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aDowable  to  the  extent  that  the  total 
oompensation  to  individual  employees  ia 
reasonable  for  the  servioes  rendered  and 
conforms  to  the  established  policy  of  the 
institution  consistently  applied,  and  provided 
that  the  charges  for  work  performed  directly 
on  government  research  agreements  and  for 
other  work  allocable  as  indirect  costs  to 
sponsored  research  are  determined  and 
supported  as  hereinafter  provided.  For  non¬ 
profit  non-proprietary  institutions,  where 
federally  supported  programs  constitute  less 
than  a  preponderance  of  the  activity  at  the 
institution  the  primary  test  of  reasonableness 
will  be  to  require  that  the  institution's 
compensation  policies  be  applied 
consistently  both  to  federally-sponsored  and 
non-sponsored  activities  alike.  However, 
where  special  circumstances  so  dictate  a  ■' 
contractual  clause  may  be  utilized  which 
calls  for  application  of  the  test  of 
comparability  in  determining  the 
reasonableness  of  compensation. 

b.  Payroll  distribution.  Amounts  charged  to 
organized  research  for  personal  services, 
regardless  of  whether  treated  as  direct  costs 
or  allocated  as  indirect  costs,  will  be  based 
on  hospital  payrolls  which  have  been 
approved  and  documented  in  accordance 
with  generally  accepted  hospital  practices.  In 
order  to  develop  necessary  direct  and 
indirect  allocations  of  cost,  supplementary 
data  on  time  or  effort  as  provided  in  (c) 
below,  normally  need  be  required  only  for  - 
individuals  whose  compensation  is  properly 
chargeable  to  two  or  more  research 
agreements  or  to  two  or  more  of  the  following 
broad  functional  categories:  (1)  patient  care; 
(2)  organized  research;  (3)  instruction  and 
training;  (4)  indirect  activities  as  defined  in 
para.  V-A;  or  (5)  other  hospital  activities  as 
defined  in  para.  II-E. 

&  Reporting  time  or  effort  Charges  for 
salaries  and  wages  of  individuals  other  than 
members  of  the  professional  staff  will  be 
supported  by  daily  time  and  attendance  and 
payroll  distribution  records.  For  members  of 
the  professional  staff,  current  and  reasonable 
estimates  of  the  percentage  distribution  of 
their  total  effort  may  be  used  as  support  in 
the  absence  of  actual  time  records.  *1110  term 
professional  staff  for  purposes  of  this  section 
includes  physicians,  research  associates,  and 
other  personnel  performing  woik  at 
responsible  levels  of  activities.  These 
personnel  normally  fulfill  duties,  the 
competent  performance  of  which  usually 
requires  persons  possessing  degrees  from 
accredit^  institutions  of  higher  learning 
and/or  state  licensure.  In  order  to  qualify  as 
current  and  reasonable,  estimates  must  be 
made  no  later  than  one  month  (though  not 
necessarily  a  calendar  month)  after  the 
month  in  which  the  services  were  performed. 

d.  Preparation  of  estimates  of  effort  Where 
required  under  (c)  above,  estimates  of  effort 
spent  by  a  member  of  the  professional  staff 
on  each  iTsseoiui  agreement  should  be 
prepared  by  the  individual  who  performed 
the  services  or  by  a  responsible  individual 
such  as  a  department  head  or  supervisor 
having  first-hand  knowledge  of  the  services 
performed  on  each  research  agreement. 
Estimates  must  show  the  allocation  of  effort 
between  organized  research  and  all  other 


hospital  activities  in  terms  of  the  percentage 
of  total  effort  devoted  to  each  of  the  broad 
functional  categories  referred  to  in  (b)  above. 
The  estimate  of  effort  spent  on  a  research 
agreement  may  include  a  reasonable  amount 
of  time  spent  in  activities  oontributing  and 
intimately  related  to  woih  under  the 
agreement,  such  as  preparing  and  delivering 
special  lectures  about  specific  aspects  of  the 
ongoing  research,  writi^  research  reports 
and  articles,  participating  in  appropriate 
research  seminars,  consulting  with  colleagues 
with  respect  to  related  research,  and 
attending  appropriate  scientific  meetings  and 
conferences.  The  term  “all  other  hospital 
activities”  would  include  departmental 
research,  administration,  committee  work, 
and  public  services  undertaken  on  behalf  of 
the  hospital. 

e.  Application  of  budget  estimates. 
Estimates  determined  before  the  performance 
of  services,  such  as  budget  estimates  on  a 
monthly,  quarterly,  or  yearly  basis  do  not 
qualify  as  estimates  of  effort  spent 

f.  Non-hospital  professional  activities.  A 
hospital  must  not  alter  or  waive  hospital¬ 
wide  policies  and  practices  dealing  with  the 
permissible  extent  of  professional  services 
over  and  above  those  traditionally  performed 
without  extra  hospital  compensation,  unless 
such  arrangements  are  specifically 
authorized  by  the  sponsoring  agency.  Where 
hospital-wide  policies  do  not  adequately 
define  the  permissible  extent  of 
consultantships  or  other  non-hospital 
activities  undertaken  for  extra  pay.  the 
Government  may  require  that  the  effort  of 
professional  staff  working  under  research 
agreements  be  allocated  as  between  (1) 
hospital  activities,  and  (2)  non-hospital 
professional  activities.  If  the  sponsoring 
agency  should  consider  the  extent  of  non¬ 
hospital  professional  effort  excessive, 
appropriate  arrangements  governing 
compensation  will  be  negotiated  on  a  case  by 
case  basis. 

g.  Salary  rates  for  part-time  appointments. 
Charges  for  woik  performed  on  government 
researeh  by  staff  members  having  only  part- 
time  appointments  will  be  determined  at  a 
rate  not  in  excess  of  that  for  which  he  is 
regulariy  paid  for  his  part-time  staff 
assignment 

8.  Contingency  provisions.  Contributions  to 
a  contingency  reserve  or  any  similar 
provisions  made  for  events  the  occurrence  of 
which  cannot  be  foretold  with  certainty  as  to 
time,  intensity,  or  with  an  assurance  of  their 
happening,  are  unallowable. 

9.  Depreciation  and  use  allowances,  a. 
Hospit^  may  be  compensated  for  the  use  of 
buildings,  capital  improvements  and  usable 
equipment  on  hand  through  depreciation  or 
use  allowances.  Depreciation  is  a  charge  to 
current  operations  which  distributes  the  cost 
of  a  tangible  capital  asset  less  estimated 
residual  value,  over  the  estimated  useful  life 
of  the  asset  in  a  systematic  and  logical 
manner.  It  does  not  involve  a  process  of 
valuation.  Useful  life  has  reference  to  the 
prospective  period  of  economic  usefulness  in 
the  particular  hospital's  operations  as 
distinguished  from  physical  life.  Use 
allowances  are  the  means  of  allowing 


compensation  whoi  depredatim  or  otiter 
equivalent  costs  are  not  conddered. 

b.  Due  consideration  will  be  given  to 
government-furnished  research  fecilities 
utilized  by  the  institution  when  computing 
use  allowances  and/or  depreciation  if  the 
government-furnished  research  facilities  are 
material  in  amount.  Computation  of  the  use 
allowance  and/or  depreciation  will  exclude 
both  the  cost  or  any  portion  of  the  cost  of 
grounds,  buildings  and  equipment  borne  by 
or  donated  by  the  Federal  Government, 
irrespective  of  where  title  was  originally 
vest^  or  where  it  presently  resides,  and 
secondly,  the  cost  of  grounds.  Capital 
expenditures  for  land  improvements  (paved 
areas,  fences,  streets,  sidewalks,  utility 
conduits,  and  similair  improvements  not 
already  included  in  the  cost  of  buildings)  are 
allowable  provided  the  systematic 
amortization  of  such  capital  expenditures  has 
been  provided  in  the  institution's  books  of 
accounts,  based  on  reasonable 
determinations  of  the  probable  useful  lives  of 
the  individual  items  involved,  and  the  share 
allocated  to  organized  research  is  developed 
from  the  amount  thus  amortized  for  the  base 
period  involved. 

c.  Normal  depreciation  on  a  hospital's 
plant  equipment  and  other  capital  facilities, 
except  as  excluded  by  (d)  below,  is  an 
allowable  element  of  research  cost  provided 
that  the  amount  thereof  is  computed' 

1.  Upon  the  property  cost  basis  used  by  the 
hospital  for  Federal  Income  Tax  purposes 
(See  section  167  of  the  Internal  Revenue  Code 
of  1954);  or 

2.  In  the  case  of  non-profit  or  tax  exempt 
organizations,  upon  a  property  cost  basis 
which  could  have  been  used  by  the  hospital 
for  Federal  Income-Tax  purposes,  had  such 
hospital  been  subject  to  the  payment  of 
income  tax;  and  in  either  case 

3.  By  the  consistent  application  to  the 
assets  concerned  of  any  generally  accepted 
accounting  method  and  subject  to  the 
limitations  of  the  Internal  Revenue  Code  of 
1954  as  amended  including — 

i.  The  straight  line  meth^ 

ii.  The  declining  balance  method,  using  a 
rate  not  exceeding  twice  the  rate  which 
would  have  been  used  had  the  annual 
allowance  been  computed  under  the  method 
described  in  (i)  above; 

iii.  The  sum  of  the  years-digits  method  and 

iv.  Any  other  consistent  method  productive 
of  an  annual  allowance  which,  when  added 
to  all  allowances  for  the  period  commencing 
with  the  use  of  the  property  and  including  the 
current  year,  does  not  during  the  first  two- 
thirds  of  the  useful  life  of  the  property  exceed 
the  total  of  such  allowances  whi^  would 
have  been  used  had  such  allowances  been 
computed  under  the  method  described  in  (ii) 
above. 

'  d  Where  the  depreciation  method  is 
followed  adequate  property  records  must  be 
maintained  The  period  of  useful  service 
(service  life)  established  in  each  case  for 
usable  capital  assets  must  be  determined  on 
a  realistic  basis  which  takes  into 
coiuideration  such  factors  as  type  of 
coiMtruction.  nature  of  the  equipment  used 
technological  developments  in  the  particular 
research  area,  and  the  renewal  and 
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replacemeol  policiM  CoUowed  for  the 
individual  Hena  or  dasae*  of  aaaeta  involved. 
Where  the  depreciatioa  method  ia  introduced 
for  applicatioa  to  aaaeta  acquired  ia  prior 
yeara.  the  annual  chaif  ea  therefrom  mitat  not 
exceed  the  amoeoita  that  would  have  reatilted 
had  the  depreciation  method  been  in  eEfect 
from  the  date  of  aoquiaitioo  of  anch  aaaeta. 

e.  Depreciation  on  idle  or  exceas  frdlitiea 
shall  not  be  allowed  except  on  auch  facilitiea 
as  are  reasonably  necessary  for  standby 
purposes. 

f.  Where  an  inatitution  elects  to  go  on  a . 
depreciatioa  basis  for  a  paiticular  class  of 
assets,  no  depreciation,  rental  or  use  charge 
may  be  allowed  on  any  s<^  assets  that 
would  be  viewed  as  fully  depreciated; 
provided,  however,  that  reasonable  use 
charges  may  be  negotiated  for  any  such 
assets  if  warranted  after  taking  into 
consideration  the  cost  of  the  facility  or  item 
involved,  the  estimated  uaeful  life  remaining 
at  time  of  negotiation,  the  actual  replacement 
policy  followed  in  the  light  of  service  lives 
used  for  calculating  depreciation,  the  effect  of 
any  increased  maintenance  charges  or 
decreased  efficiency  due  to  age.  and  any 
other  factors  pertinent  to  the  utilisation  of  the 
facility  or  item  for  the  purpose  contemplated. 

g.  Hospitals  which  choose  a  depreciation 
allowance  for  assets  purchased  prior  to  1966 
based  on  a  percentage  of  operating  costs  in 
lieu  of  normal  depreciation  for  purposes  of 
reimbursement  under  Public  Law  89-97 
(Medicare)  shall  utilise  diat  method  for 
determining  depreciation  applicable  to 
organised  research. 

The  operating  costs  to  be  used  are  the 
lower  of  the  hospitafs  1965  operating  costs  or 
the  hospitars  current  year's  allowable  costs. 
The  percent  to  be  applied  is  5  percent  starting 
with  the  year  1966-^,  with  such  percentage 
being  uniformity  reduced  by  one-half  percent 
each  succeeding  year.  The  allowance  based 
on  operating  costs  is  in  addition  to  regular 
depreciation  on  assets  acquired  after  1965. 
However,  the  combined  amount  of  such 
allowance  on  pre-1966  assets  and  die 
allowance  for  actual  depreciation  on  assets 
acquired  after  1965  may  not  exceed  6  percent 
of  the  hospital's  allowable  cost  for  the 
current  year.  After  total  depreciation  has 
been  computed,  allocation  mediods  are  used 
to  determine  the  share  attributable  to 
organized  research. 

For  purposes  of  diis  sectfon,  “Operating 
Costs"  means  the  total  costs  incurred  by  the 
hospital  in  operating  die  institution,  and 
includes  patient  care,  researdi.  and  other 
activities.  “Allowable  Costs"  means 
operating  costs  less  unallowable  costs  as 
defined  in  these  principles;  by  the  application 
of  allocation  mediods  to  die  total  amount  of 
such  allowable  costs,  the  share  attributable 
to  Federally-sponsored  research  is 
determined. 

A  hospital  which  elects  to  use  this 
procedure  under  Public  Law  89-97  and 
subsequendy  dianges  to  an  actual 
depreciation  basis  on  pre-196e  assets  in 
accordance  with  the  option  afforded  under 
the  Medicare  program  shall  simultaneously 
change  to  an  actual  depreciation  basis  for 
organized  research. 


Where  the  hospital  desires  to  change  to 
actual  depredatiao  but  either  has  no 
historical  cost  records  or  has  incomplete 
records,  the  determination  of  historical  cost 
could  be  made  through  appropriate  means 
involving  expert  consultation  with  the 
detennination  beiqg  subject  to  review  and 
approval  by  the  Department  of  Health, 
Education,  and  Welfare. 

h.  Where  the  use  allowance  method  is 
followed,  the  use  allowance  for  buildings  and 
improvements  nvill  be  computed  at  an  annual 
rate  not  exceeding  two  percent  of  acquisition 
cost.  The  use  allowance  for  equipment  will 
be  computed  at  an  annual  rate  not  exceeding 
six  and  two-thirds  percent  of  acquisition  cost 
of  usable  equipment  in  those  cases  where  the 
institution  maintains  current  records  with 
respect  to  such  equipment  on  hand.  Where 
the  institution's  records  reflect  only  the  cost 
(actual  or  estimated}  of  tiie  original 
complement  of  equipment,  the  use  allowance 
will  be  computed  at  an  annual  rate  not 
exceeding  ten  percent  of  sudi  cost.  Original 
complement  for  this  purpose  means  the 
complement  of  equipment  initially  placed  in 
buildings  to  perform  the  functions  currently 
being  performed  in  such  buildings;  however, 
where  a  permanent  change  in  the  function  of 
a  building  takes  place,  a  redetermination  of 
the  original  complement  of  equipment  may  be 
made  at  that  time  to  establish  a  new  original 
complement  In  those  cases  where  no 
equipment  records  are  maintained,  the 
institution  will  justify  a  reasonable  estimate 
of  the  acquisition  cost  of  usable  equipment 
which  may  be  used  to  compute  the  use 
allowance  at  an  annual  rate  not  exceeding 
six  and  two-thirds  percent  of  such  estimate. 

i.  Depreciation  and/or  use  charges  should 
usually  be  allocated  to  research  and  otiier 
activities  as  an  indirect  cost 

10.  Employee  morale,  health,  and  welfare 
costs  and  credits.  The  costs  of  house 
publications,  health  or  first-aid  benefits, 
recreational  activities,  employees'  counseling 
services,  and  otiier  expenses  incurred  in 
acocnianoe  wtih  the  hospital's  established 
practice  or  mutom  for  the  improvement  of 
woihing  conditions,  emitioyer-einployee 
relations,  employee  mo^e,  and  employee 
performance,  are  allowable.  Such  costs  will 
be  equitably  ap^rtioned  to  all  activities  of 
the  bMpitaL  Income  generated  from  any  of 
these  activities  will  be  credited  to  the  cost 
thereof  unless  such  income  has  been 
irrevocably  set  over  to  employee  welfare 
organizations. 

11.  Entertainment  costs.  Except  as  pertaina 
to  10  above,  costs  incurred  tor  amusement, 
social  activities,  entertainment  and  any 
items  relating  thereto,  such  as  meals,  lodging, 
rentals,  transportation,  and  gratuities  are 
imallowable. 

12.  Equipment  mid  other  facilities.  The  cost 
of  equipment  or  other  facilities  are  allowable 
on  a  direct  charge  basis  where  such 
purchases  are  approved  by  the  sponsoring 
agency  concerned  or  provided  for  by  the 
terms  of  the  research  agreement 

12.  Fines  and  penalties.  Costs  resulting 
from  violatioiu  of.  or  failure  of  the  iiutitution 
to  comply  with  federal,  state  and  local  laws 
and  re^atioiu  are  uiudlowable  except  when 
incurred  as  a  result  of  compliance  with 


specific  proviaioiu  of  the  researdi  agreement 
or  instructions  in  writii^  from  the  awarding 
agency. 

14.  Insurance  and  indemnification,  a.  Costs 
of  insurance  required  or  approved  and 
maintained  pursuant  to  the  research 
agreement  are  allowable. 

b.  Costs  of  other  insurance  maintained  by 
the  hospital  in  connection  with  the  general 
conduct  of  its  activities  are  allowable  subject 
to  the  following  limitations;  (1)  types  and 
extent  and  cost  of  coverage  must  be  in 
accordance  with  sound  institutional  practice; 
(2)  costs  of  insurance  or  of  any  contributions 
to  any  reserve  covering  the  risk  of  loss  of  or 
damage  to  government  owned  property  are 
unallowable  except  to  the  extent  that  the 
Government  has  specifically  required  or 
approved  such  costs;  and  (3)  costs  of 
insurance  on  the  lives  of  officers  or  trustees 
are  unallowable  except  where  such  insurance 
is  part  of  an  employee  plan  which  is  not 
unduly  restiicteiL 

c.  Contributions  to  a  reserve  for  an 
approved  self-insurance  program  are 
allowable  to  the  extent  that  the  types  of 
coverage,  extent  of  coverage,  and  the  rates  . 
and  premiums  would  have  been  allowed  had 
insurance  been  purchased  to  cover  the  risks. 
Such  contributions  are  subject  to  prior 
approval  of  the  Government. 

d.  Actual  losses  which  could  have  been 
covered  by  permissible  insurance  (through  an 
approved  self-insurance  program  or 
otherwise)  are  unaUowable  unless  expressly 
provided  for  in  the  research  agreement 
except  that  costs  incurred  because  of  losses 
not  covered  under  nominal  deductible 
insurance  coverage  provided  in  keeping  with 
sound  management  practice  as  well  as  minor 
losses  not  covered  by  insurance  such  as 
spoilage,  breakage  and  disappearance  of 
small  hand  tools  which  occur  in  the  ordinary 
course  of  operations  are  allowable. 

15.  Interest,  fund  raising  and  investment 
managemeat  costs,  a.  Costs  incurred  for 
interest  on  borrowed  capital  or  temporary 
use  of  endowment  funds,  bonvever 
represented,  are  unallowable. 

b.  Costs  of  organized  fund  raising, 
including  financial  campaigns,  endowment 
drives,  solicitation  of  gifts  and  bequests,  and 
similar  expenses  incurred  solely  to  raise 
capital  or  obtain  contributions  are  not 
allowable. 

c.  Costs  of  investment  counsel  and  staff 
and  similar  expenses  incurred  solely  to 
enhance  income  frxMn  investments  are  not 
allowable. 

d.  Costs  related  to  the  physical  custody 
and  control  of  monies  and  securities  ars 
allowable. 

16.  Labor  relations  costs.  Costs  incnned  in 
maintaining  satisfactory  relations  between 
the  hospital  and  its  emploireeB,  Indurfing 
costs  of  labor  management  committees, 
employees'  publications,  and  other  relatod 
activities  are  allowable. 

17.  Losses  on  research  agreements  or 
contracts.  Any  excess  of  costs  over  income 
under  any  agreement  or  contract  of  any 
nature  is  unallowable.  This  indudes,  but  is 
not  luaited  ta  the  hospital's  ocntributed 
portion  by  reason  of  rnst  ahnrinfl  agreements, 
under-recoveries  through  negotiation  of  flat 
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amounts  for  overhead,  or  legal  or 
administrative  limitations. 

18.  Maintenance  and  repair  costs,  a.  Costa 
necessary  for  the  upkeep  of  property 
(including  government  property  unless 
otherwise  provided  for),  which  neither  add  to 
the  permanent  value  of  the  pro)>erty  nor 
appreciably  prolong  its  intended  life,  but 
keep  it  in  an  efficient  operating  condition,  are 
to  be  treated  as  follows: 

1.  Normal  maintenance  and  repair  costs  are 
allowable; 

2.  Extraordinary  maintenance  and  repair 
costs  are  allowable,  provided  they  are 
allocated  to  the  perils  to  which  applicable 
for  purposes  of  determining  research  costs. 

b.  Expenditures  for  plant  and  equipment, 
includi^  rehabilitation  thereof,  which 
according  to  generally  accepted  accounting 
principles  as  applied  under  the  hospital's 
established  policy,  should  be  capitalized  and 
subjected  to  depreciation,  are  allowable  only 
on  a  depreciation  basis. 

19.  Material  costs.  Costs  incurred  for 
purchased  materials,  supplies  and  fabricated 
parts  directly  or  indirectly  related  to  the 
research  agreement,  are  allowable.  Purchases 
made  speciBcally  for  the  research  agreement 
should  be  charged  thereto  at  their  actual 
prices  after  deducting  all  cash  discounts, 
trade  discounts,  rebates,  and  allowances 
received  by  the  institution.  Withdrawals  from 
general  stores  or  stockrooms  should  be 
charged  at  their  cost  under  any  recognized 
method  of  pricing  stores  withdrawals 
conforming  to  sound  accounting  practices 
consistently  followed  by  the*  lepitaL 
Incoming  transportation  charges  are  a  proper 
part  of  material  cost.  Direct  material  cost 
should  include  only  the  materials  and 
supplies  actually  used  for  the  performance  of 
the  research  agreement,  and  due  cr^t 
should  be  given  ftn*  any  excess  materials 
retained  or  returned  to  vendors.  Due  credit 
should  be  given  for  all  proceeds  or  value 
received  for  any  scrap  resulting  from  work 
under  the  research  agreement.  Where 
goverrunent  donated  or  furnished  material  is 
used  in  performing  the  research  agreement, 
such  material  will  be  used  without  chaige. 

20.  Memberships,  subscriptions  and 
professional  activity  costs,  a.  Costs  of  the 
hospital's  membership  in  civic,  business, 
technical  and  professional  organizations  are 
allowable. 

b.  Costs  of  the  hospital's  subscriptions  to 
civic,  business,  professional  and  technical 
periodicals  are  allowable. 

c.  Costs  of  meetings  and  conferences,  when 
the  primary  purpose  is  the  dissemination  of 
technical  information,  are  allowable.  This 
includes  costs  of  meals,  transportation,  rental 
of  facilities,  and  other  items  incidental  to 
such  meetings  or  conferences. 

21.  Organization  costs.  Expenditures  such 
as  incorporation  fees,  attorneys’  fees, 
accountants'  fees,  brokers*  fees,  fees  to 
promoters  and  organizers  in  connection  with 
(a)  organization  or  reorganization  of  a 
hospital,  or  (b)  raising  capital,  are 
unallowable. 

22.  Other  business  expenses.  Included  in 
this  item  are  such  recurring  expenses  as 
registry  and  transfer  charges  resulting  from 
changes  in  ownership  of  securities  issued  by 


the  hospital,  cost  of  shareholders  meetings 
preparation  and  publication  of  reports  to 
shareholders,  preparation  and  submission  of 
required  reports  and  forms  to  taxing  and 
other  regulatory  bodies,  and  incidental  costs 
of  directors  and  committee  meetings.  The 
above  and  similar  costs  are  allowable  when 
allocated  on  an  equitable  basis. 

23.  Patient  care.  The  cost  of  routine  and 
ancillary  or  special  services  to  research 
patients  is  an  allowable  direct  cost  ol 
research  agreements. 

a.  Routine  services  shall  include  the  costs 
of  the  regular  room,  dietary  and  nursing 
services,  minor  medical  and  surgical  supplies 
and  the  use  of  equipment  and  facilities  for 
which  a  separate  charge  is  not  customarily 
made. 

b.  Ancillary  or  special  services  are  the 
services  for  which  charges  are  customarily 
made  in  addition  to  routine  services,  such  as 
operating  rooms,  anesthesia,  laboratory, 
Bh4R‘‘EICO,  etc. 

c.  Patient  care,  whether  expressed  as  a  rate 
or  an  amount  shall  be  computed  in  a  manner 
consistent  with  the  procedures  used  to 
determine  reimbursable  costs  imder  Public 
Law  89-07  (Medicare  Program]  as  deBned 
imder  the  “Prindples  Of  Reimbursement  For 
Provider  Costs'*  published  by  the  Social 
Security  Administration  of  the  Department  of 
Health,  Education,  and  Welfare,  llie 
allowability  of  specific  categories  of  cost 
shall  be  in  accordance  with  those  principles 
rather  than  the  principles  for  research 
contained  herein.  In  the  absence  of 
participation  in  the  Medicare  program  by  a 
hospital,  all  references  to  the  Medicare 
program  in  these  principles  shall  be 
construed  as  meaning  the  Medicaid  program. 

1.  Once  costs  have  been  recognized  as 
allowable,  the  Indirect  costs  or  general 
service  center’s  cost  shall  be  allocated 
(stepped-down)  to  special  service  centers, 
and  dl  patient  and  nonpatient  costs  centers 
based  upon  actual  services  received  or 
benefiti^  these  centers. 

ii.  After  allocation,  routine  and  ancillary 
costs  shall  be  apportioned  to  scatter-bed 
research  patients  on  the  same  basis  as  is 
used  to  apportion  costs  to  Medicare  patients, 
i.e.  using  either  the  departmental  method  or 
the  combination  method,  as  those  methods 
are  defined  by  the  Social  Security 
Administration:  except  that  final  settlement 
shall  be  on  a  grant-by-grant  basis.  However, 
to  the  extent  that  the  Social  Security 
Administration  has  recognized  any  other 
method  of  cost  apportionment  that  method 
generally  shall  also  be  recognized  as  - 
applicable  to  the  determination  of  research 
patient  care  costs. 

iii.  A  cost  center  must  be  established  on 
Medicare  reimbursement  forms  for  each 
discrete-bed  unit  grant  award  received  by  a 
hospital.  Routine  costs  should  be  stepped- 
down  to  this  line  item(s)  in  the  normal  course 
of  stepping-down  costs  under  Medicare/ 
Medicaid  requirements.  However,  in 
stepping-down  routine  costs,  consideration 
must  be  given  to  preventing  a  step-do%vn  of 
those  costs  to  discrete-bed  unit  line  items 
that  have  already  been  paid  for  directly  by 
the  grant  such  as  bedside  nursing  costs. 
Ancillary  costs  allocable  to  reseandi  discrete- 


bed  units  shall  be  determined  and  proposed 
in  accordance  with  Section  23.c.ii. 

d.  Where  federally  sponsored  research 
programs  provide  specifically  for  the  direct 
reimbursement  of  nursing,  dietary,  and  other 
services,  appropriate  adjustment  must  be 
made  to  patient  care  costs  to  preclude 
duplication  and/or  misallocation  of  costs. 

24.  Patent  costs.  Costs  of  preparing 
disclosures,  reports  and  other  documents 
required  by  the  research  agreement  and  of 
searching  the  art  to  the  extent  necessary  to 
make  such  invention  disclosures  are 
allowable.  In  accordance  with  the  clauses  of 
the  research  agreement  relating  to  patents, 
costs  of  preparing  documents  and  any  other 
patent  costs,  in  connection  with  the  filing  of  a 
patent  application  where  title  is  conveyed  to 
the  Government,  are  allowable.  (See  also 
para.  lX-B.3e.) 

25.  Pension  plan  costs.  Costs  of  the 
hospital's  pension  plan  which  are  incurred  in 
accordance  with  the  established  policies  of 
the  institution  are  allowable,  provided  such 
policies  meet  the  test  of  reasonableness  and 
the  methods  of  cost  allocation  are  not 
discriminatory,  and  provided  appropriate 
adjustments  are  made  for  credits  or  gains 
arising  out  of  normal  and  abnormal  employee 
turnover  or  any  other  contingencies  that  can 
result  in  forfeitures  by  employees  which  inure 
to  the  benefit  of  the  hospital. 

28.  Plan  security  costs.  Necessary  expenses 
incurred  to  comply  with  government  security 
requirements  including  wages,  uniforms  and 
equipment  of  personnel  engaged  in  plant 
protection  are  allowable. 

27.  Preresearch  agreement  costs.  Costs 
incurred  prior  to  the  effective  date  of  the 
research  agreement,  whether  or  not  they 
would  have  been  allowable  thereunder  if 
incurred  after  such  date,  are  unallowable 
unless  specifically  set  forth  and  identified  in 
the  research  agreement 

2&  Professional  services  costs,  a.  Costs  of 
professional  services  rendered  by  the 
members  of  a  particular  profession  who  are 
not  employees  of  the  hospital  are  allowable 
subject  to  (b)  and  (c)  befow  when  reasonable 
in  relation  to  the  sendees  rendered  and  when 
not  contingent  upon  recovery  of  the  costs 
from  the  Government  Retainer  fees  to  be 
allowable  must  be  reasonably  supported  by 
evidence  of  services  rendered. 

b.  Factors  to  be  considered  in  determining 
the  allowability  of  costs  in  a  particular  case 
include  (1)  the  past  pattern  of  such  costs, 
particularly  in  the  years  prior  to  the  award  of 
government  researdi  agreements  on  the 
institution's  total  activity;  (2)  the  nature  and 
scope  of  managerial  services  expected  of  the 
institution's  own  organizations;  and  (3) 
whether  the  proportion  of  government  work 
to  the  hospital's  total  activity  is  such  as  to 
influence  the  iiutitution  in  favor  of  incurring 
the  cost  particularly  where  the  services 
rendered  are  not  of  a  continuing  nature  and 
have  little  relatioiuhip  to  work  under 
government  research  agreements. 

c.  Costs  of  legal  accounting  and  consulting 
services,  and  related  costs  incurred  in 
coimection  with  organization  and 
reorganization  or  the  prosecution  of  claims 
against  the  Government  are  unallowable. 
Costs  of  legal  accounting  and  consulting 
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services,  and  related  costs  incurred  in 
connection  witk  patent  infringement  litigatioi 
are  unallowable  unless  otherwise  provided 
for  in  the  research  agreement. 

29.  Profits  and  losses  on  disposition  of 
plant  equipment,  or  other  assets.  Profits  oi 
losses  of  any  nature  arisiitg  from  the  sale  oi 
exchange  of  plant,  equipment,  or  other  capita* 
assets,  including  sales  or  exchange  of  either 
short-  or  long-term  investments,  shall  be 
excluded  in  computing  research  agreement 
costs. 

30.  Proposal  costs.  Proposal  costs  are  the 
costs  of  preparing  bids  or  proposals  on 
potential  government  and  non-govemment 
research  agreements  or  projects,  including 
the  development  of  technical  data  and  cos* 
data  necessary  to  support  the  institution's 
bids  or  proposals.  Proposal  costs  of  the 
current  accounting  period  of  both  successful 
and  unsuccessful  bids  and  proposals 
normally  should  be  treated  as  indirect  costs 
and  allocated  currently  to  all  activities  of  the 
institution,  and  no  proposal  costs  of  past 
accounting  periods  will  be  allocable  in  the 
current  period  to  the  government  research 
agreement.  However,  the  institution’s 
established  practices  may  be  to  treat 
proposal  costs  by  some  other  recognized 
method.  Regardless  of  the  methods  used,  thr 
results  obtained  may  be  accepted  only  if 
found  to  be  reasonable  and  equitable. 

31.  Public  information  services  costs.  <  ’ost^ 
jf  news  releases  pertaining  to  specific 
.'esearch  or  scientific  accomphshment  are 
unallowable  unless  specifically  authorized  n^ 
the  sponsoring  agency. 

32.  Rearrangement  and  alteration  costs 
Costs  incurred  for  ordinary  or  normal 
rearrangement  and  alteration  of  facilities  arv 
allowable.  Special  rearrangement  and 
alteration  costs  incurred  specifically  for  a 
project  are  allowable  only  as  a  direct  charge 
when  such  work  has  been  approved  ir 
advance  by  the  sp4msoring  agency 
'loncemed. 

33.  Reconversion  costs.  Costs  incurred  tr 
the  restoration  or  rehabilitation  of  the 
institution's  facilities  to  approximately  the 
same  condition  existing  immediately  prior  t( 
commencement  of  government  research 
agreement  work,  fair  wear  and  tear  excepted 
are  allowable. 

34.  Recruiting  costs,  a.  Subject  to  (b),  fc), 
and  (d)  below,  and  provided  that  the  size  of 
the  staff  recruited  and  maintained  is  in 
keeping  with  woridoad  requirements,  costs  oi 
‘help  wanted"  advertising,  operating  costs  of 
an  employment  office  necessary  to  secure 
and  maintain  an  adequate  staff,  costs  of 
operating  an  aptitude  and  educational  testing 
program,  travel  costs  of  employees  while 
engaged  in  recruiting  personnel,  travel  costs 
of  applicants  for  interviews  for  prospective 
employinent.  and  relocation  costs  incurred 
incident  to  recmitinent  of  new  employees  arr 
allowable  to  the  extent  diat  such  costs  are 
incurred  pursuant  to  a  well  managed 
recruitment  program.  Where  an  institution 
uses  emidoyinent  agencies,  costs  not  in 
excess  of  standard  commercial  rates  for  such 
services  are  allowable. 

b.  In  publications,  coats  of  help  wanted 
ddvertistng  that  inckides  color,  includes 
advertiaing  mateaal  for  other  than 
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recruitment  purposes,  or  is  excessive  in  size 
(taking  into  consideration  recruitment 
purposes  for  which  intended  and  normal 
institutional  practices  in  this  respect)  arc  ' 
unallowable. 

c.  Costs  of  help  wanted  advertising,  specie 
emoluments;  fringe  benefits,  and  salary 
allowances  incurred  to  attract  professional 
personnel  from  other  institutions  that  do  no* 
meet  the  test  of  reasonableness  or  do  not 
conform  with  the  established  practices  of  the 
institution  are  unallowable. 

d.  Where  relocation  costs  incurred  incident 
to  recruitment  of  a  new  employee  have  been 
allowed  eidier  as  an  allocable  direct  or 
indirect  cost,  and  the  newly  hired  employee 
resigns  for  reasons  within  his  control  within 
twelve  months  after  hire,  the  institution  will 
be  required  to  refund  or  credit  such 
relocations  costs  as  were  charged  to  the 
Government. 

35.  Rental  costs  (including  sale  and  lease 
back  of  facilities),  a.  Rental  costs  of  land, 
building,  and  equipment  and  other  personal 
property  are  allowable  if  the  rates  are 
reasonable  in  light  of  such  factors  as  renta> 
costs  of  comparable  facilities  and  marke* 
conditions  in  the  area,  ffie  type,  life 
expectancy,  condition,  and  value  of  the 
facilities  leased,  options  available,  and  othe) 
provisions  of  the  rental  agreement. 
Application  of  these  factors,  in  situations 
where  rentals  are  extensively  used,  may 
Involve  among  other  considerations 
comparison  of  rental  costs  with  the  amount 
which  the  hospital  would  have  received  har 
t  owned  the  facilities. 

b.  Charges  in  the  nature  of  rent  between 
organizations  having  a  legal  or  other 
affiiliation  or  arrangement  such  as  hospitals 
medical  schools,  foundations,  etc.,  are 
allowable  to  the  extent  such  charges  do  not 
exceed  the  normal  costs  of  ownership  such  at 
depreciation,  taxes,  insurance,  and 
maintenance,  provided  that  no  part  of  such 
costs  shall  duplicate  any  other  allowed  costs 

c.  Unless  otherwise  specifically  provided  ir 
the  agreement,  rental  costs  specified  in  sale 
and  lease-back  agreements  incurred  by 
hospitals  through  selling  plant  facilities  to 
investment  organizations  such  as  insurance 
companies  or  to  pitvate  investors,  and 
concurrently  leasing  back  the  same  facilities 
are  allowable  only  to  the  extent  that  such 
rentals  do  not  exceed  the  amount  which  the 
hospital  would  have  received  had  it  retained 
legal  title  to  the  facilities. 

36.  Royalties  and  other  costs  for  use  of 
patents.  Royalties  on  a  patent  or  amortizatioi 
of  the  cost  of  acquiring  a  patent  or  invention 
or  rights  ffiereto  necessary  for  the  proper 
performance  of  the  research  agreement  and 
applicable  to  tasks  or  processes  thereunder 
are  allowable  unless  the  Coveironent  has  a 
license  or  the  right  to  fiee  use  of  the  patent, 
the  patent  has  been  adjudicated  to  be  invalio 
or  has  been  administratively  determined  to 
be  invalid,  the  patent  is  considered  to  be 
unenforceable,  or  the  patent  has  expired. 

37.  Severance  pay.  a.  Severance  pay  is 
compensation  in  addition  to  regular  salaries 
and  wages  whidt  is  paid  by  a  hospital  to 
employees  whose  services  are  be^ 
terminated.  Costs  of  severance  pay  are 
allowable  only  to  the  extent  that  such 
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payments  are  required  by  law.  by  employer 
employe'e  agreement,  by  established  policy 
that  constitutes  in  effect  an  implied 
agreement  on  the  institution’s  part,  or  by 
-:ircum8tance8  of  the  particular  employmen* 

b.  Severance  payments  that  are  due  to 
normal,  recurring  turnover,  and  which 
otherwise  meet  the  conditions  of  (a)  above 
may  be  allowed  provided  the  actual  costs  ot 
such  severance  payments  are  regarded  as 
expenses  applicable  to  the  current  fiscal  yea) 
and  are  equitably  distributed  among  the 
institution’s  activities  during  that  period 

c.  Severance  payments  that  are  due  to 
abnormal  or  mass  terminations  are  of  such 
conjectural  nature  that  allowability  must  be 
determined  on  a  case-by-case  basis. 
However,  the  Government  recognizes  its 
obligation  to  participate  to  the  extent  of 
fair  share  in  any  specific  payment. 

38.  Specialize  service  facilities  operatec 
by  a  hospital,  a.  The  costs  of  institutional 
services  involving  the  use  of  highly  comple> 
and  specialized  facilities  such  as  electronic 
computers  and  reactors  are  allowable 
provided  the  charges  therefor  meet  the 
conditions  of  (b)  or  (c)  below,  and  odierwis* 
take  into  account  any  items  of  income  or 
federal  financing  that  qualify  as  applicabh 
•:redit8  under  para.  III-E. 

b.  The  costs  of  such  hospital  services 
normally  will  be  charged  directly  to 
applicable  research  agreements  based  on 
actual  usage  or  occupancy  of  the  facilihes  a 
rates  that  (1)  are  designed  to  recover  only 
actual  costs  of  providing  such  services,  and 
(2)  are  applied  on  a  nondiscriminatory  basi< 
as  between  organized  research  and  other 
work  of  the  hospital  including  commercial  o 
accommodation  sales  and  usage  by  the 
hospital  for  internal  purposes.  This  would 
include  use  of  such  facilities  as  radiology 
laboratories,  maintenance  men  used  for  a 
special  purpose,  medical  art,  photography 
etc. 

c.  In  the  absence  of  an  acceptable 
arrangement  for  direct  costing  as  provided  it 
(b)  above,  the  costs  incurred  for  such 
institutional  services  may  be  assigned  tr 
research  agreements  as  indirect  costs 
provided  the  methods  used  achieve 
substantially  the  same  results.  Such 
arrangements  should  be  worked  out  in 
coordination  with  all  government  users  of  tn» 
facilities  in  order  to  assure  equitable 
distribution  of  the  indirect  costs. 

39.  Special  administrative  costs.  Costs 
.ncurred  for  general  public  relations 
activities,  catalogs,  alumni  activities,  ana 
similar  services  are  unallowable. 

40.  Staff  and/or  employee  benefits,  a.  Staf' 
and/or  employee  benefits  in  the  form  of 
regular  compensation  paid  to  employees 
during  periods  of  authorized  absences  from 
the  job  such  as  for  annual  leave,  sick  leave 
military  leave  and  the  like  are  allowable 
provided  such  costs  are  absorbed  by  all 
hospital  activities  including  organized 
research  in  proportion  to  the  relative  amoun 
of  time  or  effort  actually  devoted  to  each. 

b.  Staff  benefits  in  the  form  of  employer 
contributions  or  expenses  for  Social  Security 
taxes.  eit\ployee  insurance.  Workmen’s 
Compensation  insurance,  the  Pension  Plan 
(see  para.  IX-B.25).  hospital  costs  or 
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remisBion  of  hospital  charges  to  the  extent  of 
costs  for  individual  employees  or  their 
families,  and  the  Uke  are  allowable  provided 
such  benefits  are  granted  in  accordance  with 
established  hospital  policies,  and  provided 
such  contributions  and  other  expenses 
whether  treated  as  indirect  costs  or  an 
increment  of  direct  labor  costs  are  distributed 
to  particular  research  agreements  and  other 
activities  in  a  manner  consistent  with  the 
pattern  of  benefits  accruing  to  the  individuals 
or  groups  of  employees  whose  salaries  and 
wages  are  chargeable  to  such  research 
agreements  and  other  activities. 

41.  Taxes,  a.  In  general,  taxes  which  the 
hospital  is  required  to  pay  anti  which  are 
paid  or  accrued  in  accordance  with  generally 
accepted  accounting  principles,  and 
payments  made  to  local  governments  in  lieu 
of  taxes  which  are  conunensurate  with  the 
local  government  services  received  are 
allowable  except  for  (1)  taxes  from  which 
exemptions  are  available  to  the  hospital 
directly  or  which  are  available  to  the  hospital 
based  on  an  exemption  afforded  the 
Government  and  in  the  latter  case  when  the 
sponsoring  agency  makes  available  the 
necessary  exemption  certificates.  (2)  special 
assessments  on  land  which  represent  capital 
improvements,  and  (3)  Federal  Income  Taxes. 

b.  Any  refund  of  taxes,  interest,  or 
penalties,  and  any  payment  to  the  hospital  of 
interest  thereon  attributable  to  taxes,  interest 
or  penalties,  which  were  allowed  as  research 
agreement  costs  will  be  credited  or  paid  to 
the  Government  in  the  manner  directed  by 
the  Government  provided  any  interest 
actually  paid  or  credited  to  a  hospital 
incident  to  a  refund  of  tax,  interest  and 
penalty  will  be  paid  or  credited  to  the 
Government  only  to  the  extent  that  such 
interest  accrued  over  the  period  during  which 
the  hospital  had  been  reimbursed  by  the 
Government  for  the  taxes,  interest,  and 
penalties. 

42.  Transportation  costs.  Costs  incurred  for 
inbound  freight,  express,  cartage,  postage  and 
other  transportation  services  relating  either 
to  goods  purchased,  in  process,  or  delivered 
are  allowable.  When  such  costs  can  readily 
be  identified  with  the  items  involved,  they 
may  be  charged  directly  as  transportation 
costs  or  added  to  the  cost  of  such  items. 
Where  identiflcation  with  the  material 
received  cannot  readily  be  made,  inbound 
transportation  costs  may  be  charged  to  the 
appropriate  indirect  cost  accounts  if  the 
institution  follows  a  consistent  equitable 
procedure  in  this  respect.  Outbound  height,  if 
reimbursable  under  the  terms  of  the  research 
agreement,  should  be  treated  as  a  direct  cost. 

43.  Travel  costs,  a.  Travel  costs  are  the  , 
expenses  for  transportation.  lodging, 
subsistence,  and  related  items  incurred  by 
employees  who  are  in  travel  status  on  official 
business  of  the  hospital  Such  costs  may  be 
charged  on  an  actual  basis,  on  a  per  diem  or 
mileage  basis  in  lieu  of  actual  costs  incurred, 
or  on  a  combination  of  the  two  provided  the 
method  used  is  applied  to  an  entire  trip  and 
not  to  selected  days  of  the  trip,  and  results  in 
charges  consistent  with  those  normally 
allowed  by  the  institution  in  its  regular 
operations. 


b.  Travel  costs  are  allowable  subject  to  (c) 
and  (d)  below  when  they  are  directly 
attributable  to  specific  work  under  a  research 
agreement  or  when  they  are  incurred  in  the 
normal  course  of  administration  of  the 
hospital  or  a  department  or  research  program 
thereof. 

c.  The  difference  in  cost  between  first  class 
air  accommodations  and  less  than  first  class 
air  accommodations  is  unallowable  except 
when  less  than  first  class  air 
accommodations  are  not  reasonably 
available  to  meet  necessary  mission 
requirements  such  as  where  less  than  first 
class  accommodations  would  (1)  require 
circuitous  routing,  (2)  require  travel  during 
unreasonable  hours,  (3)  greatly  increase  the 
duration  of  the  flight,  (4)  result  in  additional 
costs  which  would  offset  the  transportation 
savings,  or  (5)  offer  accommodations  which 
are  not  reasonably  adequate  for  the  medical 
needs  of  the  traveler. 

d.  Costs  of  personnel  movements  of  a 
special  or  mass  nature  are  allowable  only 
when  authorized  or  approved  in  writing  by 
the  sponsoring  agency  or  its  authorized 
representative. 

44.  Termination  costs  applicable  to 
contracts,  a.  Contract  terminations  generally 
give  rise  to  the  incurrence  of  costs  or  to  the 
need  for  special  treatment  of  costs  which 
would  not  have  arisen  had  the  contract  not 
been  terminated.  Items  peculiar  to 
termination  are  set  forth  below.  They  are  to 
be  used  in  conjunction  with  all  other 
provisions  of  these  principles  in  the  case  of 
contract  termination. 

b.  The  cost  of  common  items  of  material 
reasonably  usable  on  the  hospital’s  other 
work  will  not  be  allowable  unless  the 
hospital  submits  evidence  that  it  could  not 
retain  such  items  at  cost  without  sustaining  a 
loss.  In  deciding  whether  such  items  are 
reasonably  usable  on  other  work  of  the 
institution,  consideration  should  be  given  to 
the  hospital’s  plans  for  current  scheduled 
work  or  activities  including  other  research 
agreements.  Contemporaneous  purchases  of 
common  items  by  the  hospital  will  be 
regarded  as  evidence  that  such  items  are 
reasonably  usable  on  the  hospital’s  other 
work.  Any  acceptance  of  common  items  as 
allowable  to  the  terminated  portion  of  the 
contract  should  be  limited  to  the  extent  that 
the  quantities  of  such  items  on  hand,  in 
transit,  and  on  order  are  in  excess  of  the 
reasonable  quantitative  requirement  of  other 
work. 

c.  If  in  a  particular  case,  despite  all 
reasonable  efforts  by  the  hospital,  certain 
costs  cannot  be  discontinued  immediately 
after  the  effective  date  of  termination,  such 
costs  are  generally  allowable  within  the 
limitations  set  forth  in  these  principles, 
except  that  any  such  costs  continuing  after 
termination  due  to  the  negligent  or  willful 
failure  of  the  hospital  to  discontinue  such 
costs  will  be  considered  unacceptable. 

d.  Loss  of  useful  value  of  special  tooling 
and  special  machinery  and  equipment  is 
geiieially  allowable,  provided  (1)  such  special 
tooling,  machinery  or  equipment  is  not 
reasonably  capable  of  use  in  the  other  work 
of  the  hospital;  (2)  the  interest  of  the 
Government  is  protected  by  transfer  of  title 


or  by  other  means  deemed  appropriate  by  the 
contracting  officer;  and  (3)  the  loss  of  useful 
value  as  to  any  one  terminated  contract  is 
limited  to  that  portion  of  the  acquisition  cost 
which  bears  the  same  ratio  to  the  total 
acquisition  cost  ab  the  terminated  portion  of 
the  contract  bears  to  the  entire  terminated . 
contract  and  other  government  contracts  for 
which  the  special  tooling,  special  machinery 
or  equipment  was  acquired. 

e.  Rental  costs  under  unexpired  leases  are 
generally  allowable  where  clearly  shown  to 
have  been  reasonably  necessary  for  the 
performance  of  the  terminated  contract  less 
the  residual  value  of  such  leases,  if  (1)  the 
amount  of  such  rental  claimed  does  not 
exceed  the  reasonable  use  value  of  the 
property  leased  for  the  period  of  the  contract 
and  such  further  period  as  may  be 
reasonable;  and  (2)  the  hospital  makes  all 
reasonable  efforts  to  terminate,  assign,  settle, 
or  otherwise  reduce  the  cost  of  such  lease. 
There  also  may  be  included  the  cost  of 
alterations  of  such  leased  property,  provided 
such  alterations  were  necessary  for  the 
performance  of  the  contract  and  of 
reasonable  restoration  required  by  the 
provisions  of  the  lease. 

f.  Settlement  expenses  including  the 
following  are  generally  allowable:  (1) 
accounting,  legal  clerical  and  similar  costs 
reasonably  necessary  for  the  preparation  and 
presentation  to  contracting  officers  of 
settlement  claims  and  supporting  data  with 
respect  to  the  terminated  portion  of  the 
contract  and  the  termination  and  settlement 
of  subcontracts;  and  (2)  reasonable  costs  for 
the  storage,  transportation,  protection,  and 
disposition  of  property  provided  by  the 
Government  or  acquired  or  produced  by  the 
institution  for  the  contract* 

g.  Subcontractor  claims  including  the 
allocable  portion  of  claims  which  are 
common  to  the  contract  and  to  other  work  of 
the  contractor  are  generally  allowable. 

45.  Voluntary  services,  llie  value  of 
voluntary  services  provided  by  sisters  or 
other  members  of  religious  orders  is 
allowable  provided  that  amounts  do  not 
exceed  that  paid  other  employees  for  similar 
work.  Such  amounts  must  be  identifiable  in 
the  records  of  the  hospital  as  a  legal 
obligation  of  the  hospital  This  may  be 
reflected  by  an  agreement  between  the 
religious  o^er  and  the  hospital  supported  by 
evidence  of  payments  to  the  order. 

Appendix  F — Principles  for  Determining 
Costs  Applicable  to  Grants  and  Contracts 
With  Nonprofit  Institutions 

A.  Purpose  and  Scope 

1.  Objectives.  ’This  Appendix  provides 
principles  for  determining  the  costs 
applicable  to  grants  and  contracts  awarded 
by  the  Department  of  Health,  Education,  and 
Welfare  and  performed  by  nonprofit 
organizations  other  than  educational 
institutions,  hospitals  and  State  and  local 
Government  organizations.  ’These  principles 
are  confined  to  the  subject  of  cost 
determination  and  make  no  attempt  to 
identify  the  circumstances  or  dictate  the 
extent  of  agency  and  institutional 
participation  in  the  financing  of  a  particular 
project  The  principles  are  dnign^  to 


provide  recognition  of  the  full  allocated  costs 
of  woric  under  generally  accepted  accounting 
principles.  No  provision  for  profit  or  other 
increment  above  cost  is  prodded  for  in  these 
principles. 

2.  Definition  of  Nonprofit  Institution,  (a)  A 
nonprofit  institution  for  purposes  of  this 
document  is  any  corporation,  foundation, 
trust,  association,  cooperative  or  other 
organization  other  than  (i]  educational 
institutions,  (ii)  hospitals  and  (iii)  State  and 
local  Governmental  agencies,  bureaus  or 
departments,  which  is  operated  primarily  for 
scientific,  educational,  service,  charitable,  or 
similar  purposes  in  the  public  interest,  which 
is  not  organized  primarily  for  proHt  and 
which  uses  all  income  exceeding  costs  to 
maintain,  improve  and/or  expand  its 
operations. 

The  charter  or  other  legally  binding 
authority  for  the  existence  of  the  institution 
must  provide  that  no  part  of  the  net  earnings, 
properties  or  other  assets  of  the  institution,' 
on  dissolution  or  otherwise,  shall  inure  to  the 
benefits  of  any  private  person  or  individual 
including  any  member,  employee,  officer, 
director  or  trustee  of  the  institution,  and  that, 
on  liquidation  or  dissolution  all  properties 
and  assets  remaining  after  providing  for  all 
debts  and  obligations  shall  be  distributed  and 
paid  over  to  such  other  fund,  foundation  or 
other  organization  formed  and  operated  as  a 
nonprofit  institution,  as  defined  herein,  as  the 
board  of  directors  or  trustees  may  determine. 
Institutions  which  have  received  tax 
exemptions  as  nonprofit  institutions  from  the 
U.S.  Internal  Revenue  Service  shall  be 
considered  to  have  met  the  criteria  of  this 
definition. 

(b)  For  purposes  of  this  document,  the 
terms  nonprofit  and  not-for-profit  as  they  are 
descriptively  applied  to  institutions  shall  be 
considered  synonymous  provided  the 
requirements  of  2(a)  are  met. 

3.  Policy  guides.  The  successful  application 
of  these  principles  requires  development  of 
mutual  understanding  between 
representatives  of  nonprofit  institutions  and 
of  the  Federal  Government  as  to  their  scope, 
applicability,  and  interpretation.  It  is 
recognized  that  the  arrangements  for  agency 
and  institutional  participation  in  the 
financing  of  a  project  are  properly  subject  to 
negotiation  between  (he  agency  and  the 
institution  concerned  in  accordance  with 
such  governmentwide  criteria  as  may  be 
applicable,  that  each  institution  should  be 
expected  to  employ  sound  management 
practice  in  the  ^Ifillment  of  its  obligation, 
and  that  each  grantee  or  contractor 
organization  in  recognition  of  its  own  unique 
combination  of  staff,  facilities  and  experience 
should  be  responsible  for  employing 
whatever  form  of  oiganization  and 
management  techniques  as  may  be  necessary 
to  assure  proper  efficient  administration. 

4.  Application.  These  principles  shall  be 
applied  in  determining  cost  incurred  in  the 
performance  of  all  grants  and  cost- 
reimbursement  type  contracts  awarded  by 
the  Department  of  Health,  Education,  and 
Welfare.  The  principles  shall  also  apply  to 
cost-reimbursement  type  contracts  performed 
under  DHEW  grants  and  cost-reimbursement 
type  subcontracts  and  shall  be  used  as  a 


guide  in  the  pricing  of  fixed  price  contracts 
and  subcontracts.  The  principles  do  not  apply 
to  construction  grants  or  contracts. 

B.  Basic  Considerations 

1.  Composition  of  total  cost.  The  total  cost 
of  a  contract  or  grant  is  the  sum  of  the 
allowable  direct  and  indirect  costs  allocable 
to  the  grant/contract  less  any  applicable 
credits.  In  ascertaining  what  constitutes 
costs,  any  generally  accepted  accounting 
method  of  determining  or  estimating  costs 
that  is  equitable  under  the  circumstances 
may  be  used. 

2.  Factors  affecting  allowability  af  costs. 
Factors  to  be  considered  in  determining  the 
allowability  of  individual  items  of  cost 
include  (a)  reasonableness,  (b)  allocability, 

(c)  application  of  those  generally  accepted 
accounting  principles  and  practices 
appropriate  to  the  particular  circumstances, 
and  (d)  any  limitations  or  exclusions  set  forth 
in  this  document  or  otherwise  included  in  the 
grant/contract  as  to  types  or  amounts  of  cost 
items. 

3.  Definition  of  reasonableness.  A  cost  is 
reasonable  if,  in  its  nature  or  amount,  it  does 
not  exceed  that  which  would  be  inciured  by 
an  ordinarily  prudent  person  in  the  conduct 
of  competitive  business.  The  question  of  the 
reasonableness  of  specific  costs  must  be 
scrutinized  with  particular  care  in  connection 
with  institutions  or  separate  divisions  thereof 
which  may  not  be  subject  to  effective 
competitive  restraints.  What  is  reasonable 
depends  upon  a  variety  of  considerations  and 
circumstances  involving  both  the  nature  and 
amount  of  the  cost  in  question.  In  determining 
the  reasonableness  of  a  given  cost, 
consideration  shall  be  given  to: 

(a)  Whether  the  cost  is  of  a  type  generally 
recognized  as  ordinary  and  necessary  for  the 
operation  of  the  institution  or  the 
performance  of  the  grant/contract. 

(b)  The  restraints  or  requirements  imposed 
by  such  factors  as  generally  accepted  sound 
businaes  practices,  arms  length  bargaining. 
Federal  and  State  laws  and  regulations,  and 
grant/contract  terms  and  specifications; 

(c)  The  action  that  a  prudent  businessman 
would  take  in  the  circumstances,  considering 
his  responsibilities  to  the  public  at  large,  the 
Government,  his  employees,  his  clients, 
shareholders  or  members  and  the  fulfillment 
of  the  purposes  for  which  the  institution  was 
oiganized;  and 

(d)  Significant  deviations  from  the 
established  practices  of  the  institution  which 
may  unjustifiably  increase  the  grant/contract 
costs. 

4.  Definition  of  allocability.  A  cost  is 
allocable  if  it  is  assignable  or  chargeable  to  a 
particular  cost  objective,  such  as  a  grant/ 
contract,  project  product  service,  process,  or 
other  major  activity,  in  accordance  with  the 
relative  Iranefits  received  or  other  equitable 
relationship.  Subject  to  the  foregoing,  a  cost 
is  allocable  to  a  Government  grant/contract 
if  it 

(a)  Is  incurred  specifically  for  the  grant/ 
contract; 

(b)  Benefits  both  the  grant/contract  and 
other  work  and  can  be  distributed  to  them  in 
reasonable  proportion  to  the  benefits 
received;  or 


(c)  Is  necessary  to  the  overall  operation  of 
the  institution,  although  a  direct  relationship 
to  any  particular  cost  objective  cannot  be 
shown. 

Where  an  organization  utilizes  the 
Standards  of  Accounting  and  Financial 
Reporting  for  Voluntary  Health  and  Welfare 
Organizations  (or  comparable  generally 
accepted  accounting  standards  peculiar  to  its 
particular  organizational  structure  or  activity) 
to  allocate  costs  to  non-HEW  supported 
activities  it  must  also  use  such  standards  to 
allocate  costs  to  HEW  grants/contracts. 

5.  Applicable  credits.  The  term  applicable 
credits  refers  to  those  receipt  or  negative 
expenditure  types  of  transactions  which 
operate  to  offset  or  reduce  expense  items  that 
are  allocable  to  grants  or  contracts  as  direct 
or  indirect  costs.  Typical  examples  of  such 
transactions  are:  purchase  discounts,  rebates 
or  allowances;  recoveries  or  indemnities  on 
losses;  sales  of  scrap  or  incidental  services; 
and  adjustments  of  overpayments  or 
erroneous  charges.  The  applicable  portion  of 
any  income,  rebate,  allowance,  and  other 
credit  relating  to  any  allowable  cost  received 
by  or  accruing  to  the  grantee/contractor  shall 
be  credited  to  the  Government  either  as  a 
cost  reduction  or  by  cash  refund,  as 
appropriate. 

C  Direct  Costs 

1.  A  direct  cost  is  any  cost  which  can  be 
identified  specifically  with  a  particular  cost 
objective.  Direct  costs  are  not  limited  to 
items  which  are  incorporated  in  the  end 
product  as  material  or  labor.  Costs  identified 
specifically  with  the  gfant/con tract  are  direct 
costs  of  the  grant/contract  and  may  be 
charged  directly  thereto.  Costs  identified 
specifically  with  other  woric  of  the  institution 
are  direct  costs  of  that  woric  and  are  not  to  be 
charged  to  the  grant/ contract  either  directly 
or  indirectly.  Items  charged  as  direct  cost  to 
Government-supported  projects  must  be 
charged  in  a  uniform  manner  to  all  other 
work  of  the  institution  in  order  to  preclude  an 
overcharge  to  the  Government  as  a  result  of 
the  Government's  participation  in  the  indirect 
cost  pool.  Conversely,  where  the  institution's 
established  accounting  system  provides  for 
the  treatment  of  certain  items  of  cost  as 
direct  costs  of  the  institution,  then  the  same 
items  must  be  considered  direct  costs  to 
Government-supported  projects  and  may  not 
be  included  in  the  indirect  cost  pool. 

2.  Certain  types  of  cost,  or  costs  associated 
with  certain  activities  are  not  reimbursable 
as  a  charge  to  a  DHEW  grant/contract.  These 
unallowable  costs  or  activities  are  identified 
in  section  G.  Even  though  a  particular  activity 
or  cost  is  designated  as  imaUowable  for 
purposes  of  computing  costs  charged  to 
Government  work,  it  nonetheless  must  be 
treated  as  a  direct  cost  or  activity  if  a  portion 
of  the  institution's  indirect  cost  (as  defined  in 
section  D)  is  properly  allocable  to  it.  The 
amount  of  indirect  cost  allocated  must  be  in 
accordance  with  the  principles  set  forth  in 
section  D-2.  In  general,  an  imallowable 
institutional  activity  shall  be  treated  as  a 
direct  function  when  it  (1)  includes  salaries  of 
personnel,  (2)  occupies  space,  and  (3)  is 
serviced  by  an  indirect  cost  grouping(s).  Thus 
the  costs  associated  with  the  following  types 
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of  activities  when  normal  or  necessary  to  an 
institution's  primary  mission  shall  be  treated 
as  direct  costs: 

(a)  Maintenance  of  membership  rolls, 
subscriptions,  publications  and  related 
functions. 

(b)  Providing  services  and  information  to 
members,  legislative  or  administrative  bodies 
or  the  public. 

(c)  Ptomotion,  lobbying,  and  other  forms  of 
public  relations. 

(d)  Meetings  and  conferences  except  those 
held  to  conduct  the  general  administration  of 
the  institution. 

(e)  Fund  raising. 

(f)  Maintenance,  protection,  and 
investment  of  special  funds  not  used  in 
operation  of  institutions. 

(g)  Administration  of  group  benefits  on 
behalf  of  members  or  clients  including  life 
and  hospital  insurance,  annuity  or  retirement 
plans,  financial  aid.  etc. 

(h)  Other  activities  performed  primarily  as 
a  service  to  a  membership,  clients,  or  the 
public. 

3.  This  definition  shall  be  applied  to  all 
items  of  cost  of  significant  amount  unless  the 
institution  demonstrates  that  the  application 
of  any  different  current  practice  achieves 
substantially  the  same  results.  Direct  cost 
items  of  minor  amount  may  be  distributed  as 
indirect  costs  as  provided  in  section  D. 

Dd.  Indirect  Costs 

1.  An  indirect  cost  is  one  which,  because  of 
its  incurrence  for  common  or  joint  objectives, 
is  not  readily  subject  to  treatment  as  a  direct 
cost.  Minor  direct  cost  items  may  be 
considered  to  be  indirect  costs  for  reasons  of 
practicality.  After  direct  costs  have  been 
determined  and  charged  directly  to  the  grant/ 
contract  or  other  woric  as  appropriate, 
indirect  costs  are  those  remaining  to  be  ’ 
allocated  to  the  several  classes  of  work.  The 
overall  objective  of  the  allocation  process  is 
to  distribute  the  indirect  costs  of  the 
institution  to  its  various  major  activities  or 
cost  objectives  in  reasonable  proportions 
with  the  benefits  provided  to  those  activities 
or  cost  objective.  Because  of  the  diverse 
natures  and  purposes  of  organizations  falling 
within  the  definition  of  a  non-profit 
organization,  it  is  impractical  to  specifically 
identify  those  functions  which  constitute 
major  activities  for  purposes  of  identifying 
and  distributing  indirect  costs.  Such 
identification  will  be  dependent  upon  an 
institution's  purpose-in-being,  the  services  it 
renders  to  the  public,  its  clients  and/or 
members,  the  amount  of  effort  devoted  to 
fund  raising  activities,  public  relations,  and 
membership  activities,  etc.  (See  section  C-2.) 

2.  Indirect  costs  shall  be  accumulated  by 
logical  cost  groupings  with  due  consideration 
of  the  reasons  for  incurring  the  costs.  Each 
grouping  should  be  determined  so  as  to 
permit  distribution  of  the  grouping  on  the 
basis  of  the  benefits  accruing  to  the  several 
cost  objectives.  Sub-grouping  may  be 
required  where  there  is  no  single  equitable 
distribution  base  for  ail  the  elements  of  cost 
comprising  a  group.  Actual  conditions  must 

be  t^en  into  account  in  selecting  the  mediod  . 
or  base  to  be  used  in  distributing  the 
expenses  assembled  under  each  of  the 


individual  cost  groupings  established  to 
applicable  cost  objectives.  Where  a 
distribution  can  be  made  by  assignment  of  a 
cost  grouping  directly  to  the  area  benefited, 
the  distribution  should  be  made  in  that 
manner.  Where  the  expenses  under  a  cost 
grouping  are  more  general  in  nature,  the 
distribution  to  the  cost  objectives  should  be 
made  through  use  of  a  selected  base  which 
will  produce  results  which  are  equitable  to 
both  the  Government  and  the  institution.  In 
general,  any  cost  element  or  cost-related 
factor  associated  with  the  institution's  work 
is  potentially  adaptable  for  use  as  a 
distribution  base  provided  (1)  it  can  readily 
be  expressed  in  terms  of  dollars  or  other 
quantitative  measure  (total  direct 
expenditures,  direct  salaries,  manhours 
applied,  square  feet  utilized,  hours  of  usage, 
number  of  documents  processed,  population 
served,  and  the  like);  and  (2)  it  is  common  to 
the  cost  objectives  during  the  base  period. 

The  essential  consideration  in  selection  of 
the  distribution  base  in  each  instance  is  that 
it  be  the  one  best  suited  for  assigning  the  pool 
of  costs  to  the  cost  objectives  in  accord  with 
the  relative  benefits  derived;  the  traceable 
cause  and  effect  relationship;  or  logic  and 
reason,  where  neither  benefit  nor  cause  and 
effect  relationship  is  determinable. 

3.  The  number  and  composition  of  the 
groupings  should  be  governed  by  practical 
considerations  and  should  be  such  as  not  to 
complicate  unduly  the  allocation  where 
substantially  the  same  results  are  achieved 
through  less  precise  methods. 

4.  A  base  period  for  distribution  of  indirect 
costs  is  the  period  during  which  such  costs 
are  incurred  and  accumulated  for  distribution 
to  work  performed  within  that  period.  The 
base  period  normally  should  coincide  with 
the  fiscal  year  established  by  the  institution, 
but  in  any  event  the  base  period  should  be  so 
selected  as  to  avoid  inequities  in  the 
distribution  of  costs. 

E.  Detenninalkm  and  AppBcation  of  Indiiect 
Ckwt  Rate  or  Rates 

1.  Indirect  cost  pools,  (a)  Subject  to  (b) 
below,  indirect  costs  allocable  to  an 
institution's  direct  functions  should  be 
treated  as  a  common  pool  and  die  costs  in 
such  common  pool  should  then  be  distributed 
to  the  individual  projects  benefiting 
therefivm  by  use  of  a  single  rate. 

(b)  In  some  instances  a  single  rate  for  use 
across  the  board  on  all  activities  at  an 
institution  may  not  be  appropriate,  since  it 
would  not  take  into  account  those  different 
environmental  factors  which  may  affect 
substantially  die  indirect  costs  applicable  to 
a  particular  segment  of  woric  at  the 
institutiem.  For  this  purpose,  a  particular 
segment  of  work  may  be  that  performed 
under  a  single  grant/contract  or  it  may 
consist  of  woric  under  a  group  of  grants/ 
contracts  performed  in  a  commem 
environment.  The  environmental  factors  are 
not  limited  to  the  physical  location  of  the 
work.  Other  important  factors  are  the  level  of 
the  administrative  support  required,  the 
nature  of  the  facilities  or  other  resources 
emplojred,  the  scientific  disciplines  or 
technical  skills  involved,  the  organizational 
arrangements  used,  or  any  combination 


thereof.  Where  a  particular  segment  of  work 
is  performed  within  an  environment  which 
appears  to  generate  a  significantly  different 
level  of  indirect  costs,  provision  should  be 
made  for  a  separate  indirect  cost  pcxil 
applicable  to  such  woric.  The  separate 
indirect  cost  pool  should  be  developed  during 
the  course  of  the  regular  distribution  process, 
and  the  separate  indirect  cost  rate  resulting 
therefrom  should  be  utilized  provided  it  is 
determined  that  (1)  such  indirect  cost  rate 
differs  significantly  from  that  which  would 
have  been  obtained  under  (a)  above,  and  (2) 
the  volume  of  work  to  which  such  rate  would 
apply  is  material  in  relation  to  other  activity 
at  the  institution. 

2.  The  distribution  base.  Indirect  costs 
should  be  distributed  to  each  applicable 
project  on  the  basis  of  direct  salaries  and 
wages,  total  direct  costs  or  other  basis  which 
results  in  an  equitable  distribution.  For  this 
purpose,  an  indirect  cost  rate  should  be 
determined  for  each  of  the  separate  indirect 
cost  pools  developed  pursuant  to  section  E.1. 
The  rate  in  each  case  should  be  stated  as  the 
percentage  which  the  amount  of  the 
particular  indirect  cost  pool  is  of  the  base 
selected. 

F.  Application  of  Principles  and  Procedures 

1.  Costs  shall  be  allowed  to  the  extent  that 
they  are  reasonable  (see  B.3)  allocable  (see 
B.4)  and  determined  to  be  allowable  in  view 
of  tile  other  factors  set  forth  in  paragraph  B.2. 
and  section  G.  These  criteria  apply  to  ^  of 
the  selected  items  of  cost  which  follow 
notwithstanding  that  particular  guidance  is 
provided  in  connection  with  certain  specific 
items  for  emphasis  or  clarity. 

2.  Costs  of  all  subcontracts  under  a  grant  or 
cost-reimbursement  type  contract  are  subject 
to  those  Federal  cost  regulations  and  policies 
appropriate  to  the  subcontract  involved.  Thus 
if  the  subcontract  is  for  supplies  or  services 
with  a  nonprofit  institution  other  than  an 
educational  institution,  hospital  or  State  and 
local  governmental  unit  this  document  would 
apply;  if  the  subcontract  is  for  supplies  or 
services  with  a  commercial  organization. 
Federal  Procurement  Regulation  Part  1.15.2 
would  apply;  if  the  subcontract  is  with  an 
educational  institution.  Appendix  0  to  this 
Part  (Federal  Procurement  Regulation  Part 
1.154)  would  apply;  if  the  subrantract  is  with 
a  hospital  the  Oiepartment  of  Health, 
Education,  and  Welfare's  Cost  Principles  for 
Hospitals  would  apply  (see  Appendix  E  to 
this  Part). 

3.  Selected  items  of  cost  are  treated  in 
Section  Or  However,  section  G  does  not  cover 
every  element  of  cost  and  every  situation  that 
might  arise  in  a  particular  case.  Failure  to 
treat  any  item  of  cost  in  Section  G  is  not 
intended  to  imply  that  it  is  either  allowable 
or  unallowable.  With  respect  to  all  items, 
whether  or  not  specifically  covered, 
determination  of  allowability  shall  be  based 
on  the  principles  and  standards  set  forth  in 
this  document  and,  where  appropriate,  the 
treatment  of  similar  or  related  selected  items. 

G.  General  Standards  for  Selected  Items  of 
Cost 

Sections  C-1  through  G-46  provide 
standards  to  be  applied  in  establishing  the 
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allowability  of  certain  items  involved  in 
determining  costs.  These  standards  should 
apply  irrespective  of  whether  a  particular 
item  of  cost  is  properly  treated  as  direct  cost 
or  indirect  cost  Failure  to  mention  a 
particular  item  of  cost  in  the  standards  is  not 
intended  to  imply  that  it  is  either  allowable 
or  unallowable;  rather  determination  as  to 
allowability  in  each  case  should  be  based  on 
the  treatment  or  standards  provided  for 
simUar  or  related  items  of  cost  In  case  of  a 
discrepancy  between  the  provisions  of  a 
specific  grant/contract  and  the  applicable 
standards  provided,  the  provisions  of  the 
grant/ contract  shall  govern.  Under  any  given 
grant/contract  the  reasonableness  and 
allocability  of  certain  items  of  costs  may  be 
difficult  to  determine.  This  is  particularly  true 
in  connection  with  nonprofit  institutions 
which  are  so  diverse  in  nature  and  not 
subject  to  effective  competitive  restraints.  In 
order  to  avoid  possible  subsequent 
disallowance  or  dispute  based  on 
unreasonableness  or  nonallocability,  it  is 
important  that  institutions  entering  into 
grants  or  contracts  with  the  Government  seek 
agreement  in  advance  of  the  inciurence  of 
special  or  unusual  costs  in  categories  where 
reasonableness  or  allocability  are  difficult  to 
determine.  Such  action  may  also  be  initiated 
by  the  Government.  Examples  of  costs  on 
which  advance  agreements  may  be 
particularly  important  are: 

1.  Compensation  for  personal  services; 

2.  Consultant  fees; 

3.  Deferred  maintenance  costs; 

4.  Excess  facility  costs; 

5.  Materiel  services,  and  supplies  sold 
between  organizations  or  divisions  under 
common  control; 

6.  Preaward  costs; 

7.  Publication  and  public  information  costs; 

8.  Royalties; 

9.  Training  and  educational  costs; 

10.  Travel  costs,  as  related  to  special  or 
mass  personnel  movement  and  to  the  class 
of  air-travel  accommodations  allowable; 

11.  Use  charge  for  fully  depreciated  assets; 

12.  Depreciation  or  use  charge  on  assets 
donated  to  the  institution  by  third  parties. 

1.  Advertising  costa,  (a)  Advertising  costs 
mean  the  costs  of  advertising  media  and 
corollary  administrative  costs.  Advertising 
media  include  magazine,  newspapers,  radio, 
and  television  programs,  direct  mail,  trade 
papers,  outdoor  advertising,  dealer  cards,  and 
window  displays,  conventions,  exhibits,  free 
goods,  and  samples,  and  the  like. 

(b)  The  only  advertising  costs  allowable 
are  ffiose  which  are  solely  for  (1)  the 
recruitment  of  personnel  required  for  the 
perfonnance  by  the  institution  of  obligations 
arising  under  the  grant/contract  when 
considered  in  conjunction  with  all  other 
recruitment  costs,  as  set  forth  in  G.36;  (2)  the 
procurement  of  scarce  items  for  the 
performance  of  the  grant/contract  or  (3)  the 
disposal  of  scrap  or  surplus  materials 
acquired  in  the  performance  of  the  project. 
Costs  of  this  nature,  if  incurred  for  more  than 
one  Government  award  or  for  both 
Government  woilc  and  other  work  of  the 
institution,  are  allowable  to  the  extent  that 
the  principles  in  paragraphs  B-3,  B-4.  and 
section  D  are  observed. 


2.  Bad  debts.  Bad  debts,  including  loseea 
(whether  actual  or  estimated]  arising  from 
unooUectible  customers’  accounts  and  other 
claims,  related  costs,  and  related  legal  coats, 
are  unallowable. 

8.  Bidding  or  proposal  costs.  Bidding  or 
proposal  costs  are  the  immediate  costs  of 
preparing  bids  or  proposals  on  potential 
Government  and  non-Govemment  contracts 
or  projects  or  applications  for  financial 
assistance  under  Federal  grant  and  contract 
programs,  including  development  of 
scientffic,  engineering  and  cost  data 
necessary  to  support  the  institution's  bids, 
proposals  or  applications.  Bidding  costs  of 
the  current  accounting  period  are  allowable 
as  part  of  the  indirect  cost  pool.  Costs  of  past 
accounting  periods  are  unallowable.  Bidding 
costs  do  not  include  any  of  those  costs 
described  in  section  G-16  and  G-30. 

4.  Bonding  costs,  (a)  Bonding  costs  arise 
when  the  Government  requires  assurance 
against  flnancial  loss  to  itself  or  others  by 
reason  of  the  act  or  default  of  the  grantee/ 
contractor.  They  arise  also  in  instances 
where  the  grantee/contractor  requires  similar 
assurance.  Included  are  such  bonds  as  bid, 
performance,  payment  advance  payment, 
infringement  and  fidelity  bonds. 

(b)  Costs  of  bonding  required  pursuant  to 
the  terms  of  the  grant /contract  are  allowable. 

(c)  Costs  of  bonding  required  by  the 
grantee/contractor  in  the  general  conduct  of 
its  operations  are  allowable  to  the  extent  that 
such  bonding  is  in  accordance  with  sound 
business  practice  and  the  rates  and  premiums 
are  reasonable  under  the  circumstances. 

5.  Civil  defense  coats,  (a)  Civil  defense 
costs  are  those  inctured  in  planning  for.  and 
the  protection  of  life  and  property  againsl  the 
possible  effects  of  enemy  attack.  Reasonable 
costs  of  civil  defense  measures  (including 
costs  in  excess  of  normal  plant  protection 
costs,  first-aid  training  and  supplies,  fire 
fighting  training  and  equipment  posting  of 
additional  exit  notices  and  directions,  and 
other  approved  civil  defense  measures) 
undertaken  on  the  institution's  premises 
pursuant  to  suggestions  or  requirements  of 
civil  defense  authorities  are  allowable  when 
allocated  to  all  work  of  the  institution. 

(b)  Costs  of  capital  assets  under  (a)  above 
are  allowable  through  depreciation  or  use 
charges  in  accordance  with  G-10. 

(c)  Contributions  to  local  civil  defense 
funds  and  projects  are  unallowable. 

6.  Compensation  for  personal  services — 

(a)  Definition.  Compensation  for  personal 
services  includes  all  remuneration  paid 
currently  or  accrued  in  whatever  form  and 
whether  paid  immediately  or  deferred  for 
services  rendered  by  employees  of  the 
institution  during  the  period  of  grant/contract 
performance.  It  includes,  but  is  not  limited  to 
salary,  wages,  directors'  and  executive 
committee  members'  fees,  bonuses,  incentive 
awards,  employee  insurance,  fringe  benefits, 
and  contributions  to  pension.'annuity,  and 
management  employee  incentive 
compensation  plcuis. 

(bj  Allowability.  Except  as  otherwise 
specifically  provided  in  this  subsection,  the 
costs  of  compensation  for  personal  services 
are  to  be  treated  as  allowable  to  the  extent 
that: 


(1)  Compensation  is  paid  in  accordance 
widi  policy,  programs,  and  procedures  that 
effectively  rdate  individual  compensation  to 
the  individual's  contribution  to  the 
performance  of  grant  or  contraot  work,  result 
in  internally  consistent  treatment  of 
employees  in  like  situations,  and  effectively 
relate  compensation  paid  within  die 
organization  to  that  paid  for  similar  services 
outside  the  organization; 

(2)  Total  compensation  of  individual 
employees  is  reasonable  for  the  services 
rendered;  and 

(3)  Costs  are  not  in  excess  of  those  costs 
which  are  allowable  by  the  Internal  Revenue 
Code  and  regulations  thereunder. 

(c)  Reasonableness.  (1)  When  the 
institution  is  predominantly  engaged  in 
activities  other  than  those  sponsored  by  the 
Federal  Government,  compensation  for 
employees  on  federally  sponsored  work  will 
be  considered  reasonable  to  the  extent  that  it 
is  consistent  with  that  paid  for  similar  work 
in  the  institution's  other  activities; 

(2)  When  the  institution  is  predominantly 
engaged  in  federally  sponsored  activities,  and 
in  cases  where  the  kind  of  employees 
required  for  the  federally  sponsored  activities 
are  not  found  in  the  institution's  other 
activities,  compensation  for  employees  on 
federally  sponsored  work  will  be  considered 
reasonable  to  the  extent  that  it  is  comparable 
to  that  paid  for  similar  work  in  the  labor 
markets  in  which  the  institution  competes  for 
the  kind  of  employees  involved. 

(d)  Review  and  approval  af  compensation 
of  individual  employees.  In  determining  the 
reasonableness  of  compensation,  the 
compensation  of  each  individual  employee 
normally  need  not  be  subject  to  review  and 
approval.  Reviews  and  approvals  of 
individuals  need  be  made  only  in  those  cases 
in  which  a  general  review  reveals  amounts  or 
types  of  compensation  which  appear 
unreasonable  or  otherwise  out  of  line. 

(e)  Special  considerations  in  determining 
allowability.  Certain  conditions  require 
special  consideration  and  possible  limitation 
as  to  allowability  for  grant  and  contract  cost 
purposes  where  amounts  appear  excessive. 
Among  such  conditions  are  the  following: 

(1)  Compensation  to  share  holders, 
members,  trustees,  directors,  associates, 
officers  or  members  of  the  immediate  families 
thereof,  or  to  persons  who  are  contractually 
committed  to  acquire  a  substantial  financial 
interest  in  the  enterprise.  Determination 
should  be,made  that  such  compensation  is 
reasonable  for  the  actual  personal  services 
rendered  rather  than  a  distribution  of 
earnings  in  excess  of  costs. 

(2)  Any  change  in  an  institution's 
compensation  policy  resulting  in  a 
substantial  increase  in  the  institution's  level 
of  compensation,  particulariy  when  it  was 
concurrent  with  an  increase  in  the  ratio  of 
Government  awards  to  other  business,  or  any 
change  in  the  treatment  of  allowability  of 
specific  types  of  compensation  due  to 
changes  in  Government  policy. 

(3)  The  iiutitution's  activities  are  such  that 
its  compensation  levels  are  not  subject  to  the 
restraints  normally  occurring  in  the  conduct 
of  competitive  business. 
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(f)  Notwithstanding  any  other  provisions  of 
this  subsection,  costs  of  compensation  are 
not  allowable  to  the  extent  that  they  result 
from  provisions  of  labor-management 
agreements  that  as  applied  to  work  in  the 
performance  of  Government  grants  or 
contracts  are  determined  to  be  unreasonable 
either  because  they  are  unwarranted  by  the 
character  and  circumstances  of  the  work  or 
because  they  are  discriminatory  against  the  . 
Government  The  application  of  the 
provisions  of  a  labor-management  agreement 
designed  to  apply  to  a  given  set  of 
circumstances  and  conditions  of  employment 
(for  example,  work  involving  extremely 
hazardous  activities  or  work  not  requiring 
recurrent  use  of  overtime)  is  unwarranted 
when  applied  to  a  Government  grant  or 
contract  involving  significantly  different 
circiunstances  and  conditions  of  employment 
(for  example,  work  involving  less  hazardous 
activities  or  work  continually  requiring  use  of 
overtime).  It  is  discriminatory  against  the 
Government  if  its  results  in  individual 
personnel  compensation  (in  whatever  form  or 
name)  in  excess  of  .that  being  paid  for  similar 
non-Govemmenf  worir  under  comparable 
circumstances.  Disallowance  of  costs  will  not 
be  made  under  this  subparagraph  unlestf: 

(1)  The  institution  has  been  permitted  an 
opportunity  to  justify  the  costs;  and 

(2)  Due  consideration  has  been  given  to 
whether  there  are  unusual  conditions 
pertaining  to  the  Government  woric  which 
impose  burdens,  hardships,  or  hazards  on  the 
institution's  employees,  for  which 
compensation  that  might  otherwise  appear 
unreasonable  is  required  to  attract  and  hold 
necessary  personnel. 

(g) (1)  In  addition  to  the  general 
requirements  set  forth  in  (a)  through  (f)  of  this 
subsection,  certain  forms  of  compensation 
are  subject  to  further  requirements  as 
specified  in  (2)  through  (9)  below, 

(2)  Salaries  and  wages.  Salaries  and  wages 
for  current  services  include  gross 
compensation  paid  to  employees  in  the  form 
of  cash,  products,  or  services,  and  are 
allowable.  However,  see  G.25  as  it  relates  to 
compensation  for  overtime. 

(3)  Incentive  compensatian.  Incentive 
compensation  to  employees  based  on  cost 
reduction,  or  e^icient  performance, 
suggestion  awards,  safety  awards,  eta  are 
allowable  to  the  extent  that  the  overall 
compensation  is  determined  to  be  reasonable 
and  such  costs  are  paid  or  accrued  pursuant 
to  an  agreement  entered  into  in  good  faith 
between  the  institution  and  the  employees 
before  the  services  were  rendered,  or 
pursuant  to  an  established  plan  followed  by 
the  institution  to  consistently  as  to  imply,  in 
effect,  an  agreement  to  make  such  payment 
Awards,  and  incentive  compensation  when 
deferred  are  allowable  to  the  extent  provided 
in  (4)  below. 

(4)  Deferred  compensation,  (a)  As  used 
herein,  deferred  compensation  includes  all 
remuneration,  in  whatever  form,  for  which 
the  employee  is  not  paid  until  after  the  lapse 
of  a  stated  period  of  years  or  the  occurrence 
of  other  events  as  provided  in  the  plans, 
except  that  it  does  not  include  normal  end  of 
accounting  period  accruals  for  regular 
salaries  and  wages.  It  includes  (i) 


contributions  to  pension  and  annuity  plans, 

(ii)  contributions  to  disability,  withc^awal, 
insurance,  survivorship,  and  similar  benefit 
plans,  and  (iii)  other  deferred  compensation. 

(b)  Deferred  compensation  is  allowable  to 
the  extent  that  (i)  except  for  past  service 
pension  and  retirement  costs,  it  is  for  services 
rendered  during  the  grant/contract  period;  (ii) 
it  is,  together  with  all  other  compensation 
paid  to  the  employee,  reasonable  in  amoimt; 

(iii)  it  is  paid  pursuant  to  an  agreement 
entered  into  in  good  faith  between  the 
institution  and  its  employees  before  the 
services  are  rendered,  or  pursuant  to  an 
established  plan  followed  by*the  institution 
so  consistently  as  to  imply,  in  effect,  an 
agreement  to  make  such  payments;  (iv)  the 
benefits  of  the  plan  are  vested  in  the 
employees  or  their  designated  beneficiaries 
and  no  part  of  the  deferred  compensation 
reverts  to  the  employer  institution;  (v)  in  the 
case  of  past  service  pension  costs,  it  is 
amortized  over  a  period  of  ten  years  or  more; 
and  (vi)  for  a  plan  which  is  subject  to 
approval  by  the  Internal  Revenue  Service,  it 
falls  within  the  criteria  and  standards  of  the 
Internal  Revenue  Code  and  the  regulations  of 
the  Internal  Revenue  Service. 

(c)  In  determining  the  cost  of  deferred 
compensation  allowable  under  the  grant  or 
contract  appropriate  adjustments  shall  be 
made  for  credits  or  gains,  including  those 
arising  out  of  both  normal  and  abnormal 
employee  turnover,  or  any  other 
contingencies  that  can  result  in  a  forfeiture 
by  employees  of  such  deferred  compensation. 
Adjustments  shall  be  made  only  for 
forfeitures  which  directly  or  indirectly  inure 
to  the  benefit  of  the  institution;  forfeitures 
which  inure  to  the  benefits  of  other 
employees  covered  by  a  deferred 
compensation  plan  with  no  reduction  in  the 
institution’s  costs  will  not  normally  give  rise 
to  an  adjustment  in  grant/ contract  costs. 
Adjustments  for  normal  employee  turnover 
shall  be  based  on  the  institution’s  experience 
and  on  foreseeable  prospects,  and  shall  be 
reflected  in  the  amoimt  of  cost  currently 
allowable.  Such  adjustments  will  be 
imnecessary  to  the  extent  that  the  institution 
can  demonstrate  that  its  contributions  take 
into  account  normal  forfeitures.  Adjustments 
for  possible  future  abnormal  forfeitures  shall 
be  effected  according  to  the  following  rules: 

(i)  Abnormal  forfeitures  that  are 
foreseeable  and  which  can  be  currently 
evaluated  with  reasonable  accuracy,  by 
actuarial  or  other  sound  computation  shall  be 
reflected  by  an  adjustment  of  ciurent  costs 
otherwise  allowable;  and 

(ii)  Abnormal  forfeitures,  not  within  (1) 
above,  may  be  made  the  subject  of  agreement 
between  the  Government  and  the  institution 
either  as  to  an  equitable  adjustment  or  a 
method  of  determining  such  adjustment. 

(d)  In  determining  whether  deferred 
compensation  is  for  services  rendered  during 
the  agreement  period  or  is  for  future  services, 
consideration  shall  be  given  to  conditions 
imposed  upon  eventual  payment,  such  as 
requirements  of  continued  employment 
consultation  after  retirement  and  covenants 
not  to  compete. 

(5)  Fringe  benefits.  Fringe  benefits  are 
allowances  and  services  provided  by  the 


institution  to  its  employees  as  compensation 
in  addition  to  regular  wages  and  salaries. 
Costs  of  fringe  benefits,  such  as  pay  for 
vacations,  holidays,  sick  leave,  military 
leave,  employee  insurance,  and  supplemental 
unemployment  benefit  plans  are  allowable  to 
the  extent  required  by  law,  employer- 
employee  agreement  or  an  established  policy 
of  the  institution. 

(6)  Severance  pay.  See  G.4a 

(7)  Training  and  education  expenses.  See 
G.44. 

(8)  Location  allowances,  (a)  "Location 
allowances,”  sometimes'  called 
"supplemental  pay”  or  "incentive  pay,”  are 
compensation  in  addition  to  normal  wages  or 
salaries  and  are  paid  by  institutions  to 
especially  compensate  or  induce  employees 
to  undertake  or  continue  work  at  locations 
which  may  be  isolated  or  in  an  unfavorable 
environment  Location  allowances  include 
extra  wage  or  salary  payments  in  the  form  of 
station  allowances,  extended  per  diem,  or 
mileage  payments  for  daily  commuting;  they 
also  include  such  benefits  as  institution- 
furnished  housing.  Payment  of  location 
allowances  shall  be  allowed  as  costs  under 
grants  and  cost-reimbursement  type 
contracts,  or  recognized  in  pricing  fixed-price 
type  contracts,  only  with  prior  approval  in 
writing  fix>m  the  awarding  agency  and  only 
where  and  so  long  as  the  isolation  or 
unfavorable  environment  of  the  site  makes 
such  payments  necessary  to  the 
accomplishment  of  the  work  without 
unacceptable  delays.  Whether  the  site  is  so 
isolated  or  its  environment  is  so  unfavorable, 
as  to  require  location  allowances  is  to  be 
determined  in  the  light  of  (a)  its  location  and 
climate;  (b)  the  availability  and  adequacy  of 
housing  within  reasonable  commuting 
distance;  and  (c)  the  availability  and 
adequacy  of  educational,  recreational, 
medical,  and  hospital  facilities.  The  extent  to 
which  compensation  includes  location 
allowances  is  to  be  determined  by  comparing 
it  with  (a)  the  institution’s  normal 
compensation  policy,  including  pay  scales  at 
its  principal  operating  locations;  (b)  pay 
scales  of  other  organizations  and  concerns 
operating  at  or  near  the  site;  and  (c) 
compensation  paid  by  other  concerns  within 
the  same  field  for  similar  services  elsewhere. 

(b)  Locations  for  which  location 
allowances  are  paid  shall  be  reviewed  at 
least  once  a  year  to  determine  whether  such 
allowances  should  continue  to  be  allowed. 

(9)  Support  of  salaries  and  wages,  (a) 

Direct  charges  for  professionals  must  be 
supported  by  either. 

(i)  An  adequate  appointment  and  workload 
disMbution  system,  accompanied  by  monthly 
reviews  performed  by  responsible  change  in 
workload  distribution  of  each  professional 
({.e^  an  exception  reporting  system)  or 

(ii)  A  monthly  after-the-fact  certification 
system  which  will  require  persons  in 
supervisory  positions  having  firsthand 
knowledge  of  the  services  performed  to 
report  the  distribution  of  effort  (i.e..  a  positive 
reporting  system).  Such  reports  must  account 
for  the  total  salaried  effort  of  the  persons 
covered.  Consequently,  a  system  which 
provides  for  the  reporting  only  of  effort 
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•piriioable  to  federatly  tpoiwored  •cthritiM  it 
Bot  aooeptebl*. 

(b)  Dii^  ohaigM  for  talariaa  and  waget  of 
nonprofeaaianalt  will  be  aupportad  by  time 
and  attaodanoe  and  payroD  diatribotioa 
recordt. 

(c)  AflowaUe  indiiecl  peraonal  aervicea 
aofftt  wiD  be  tapported  the  inititntion'a 
acoounting  syttem  maintained  in  accordance 
with  generally  accepted  institutional 
practlcea.  Where  a  comprehensive 
accounting  system  does  not  exist,  the 
institution  should  make  periodic  surveys  no 
less  frequently  than  annually  to  support  the 
indirect  personal  services  costs  for  inclusion 
in  the  overitead  pool  Such  supporting 
documentation  must  be  retained  for 
subsequent  review  by  Government 
representatives. 

7.  Capital  expenditures.  The  costs  of 
equipment,  buddings,  and  repairs  which 
materially  increase  the  value  or  useful  life  of 
buildings  or  equipment,  are  unallowable 
except  as  prortded  for  in  the  grant/contract 

8.  Contingencies,  (a)  A  contingency  is  a 
possible  future  event  or  condition  arising 
from  presently  known  or  unknown  causes, 
the  outcome  of  which  is  indeterminable  at  the 
present  time. 

(b)  In  historical  costing,  contingencies  are 
not  normally  present  since  such  costing  deals 
with  costs  which  have  been  incurred  and 
recorded  on  the  institution’s  books. 
Accordingly,  contingencies  are  generally 
unaUowable  for  historical  costing  purposes. 
However,  in  some  cases,  as  for  example, 
tenninations,  a  contingency  factor  may  be 
recognized  which  is  applicable  to  a  past 
peri^  to  give  recognition  to  minor  unsettled 
factors  in  the  interest  of  expeditious 
settlement 

(c)  In  connection  with  estimates  of  future 
costs,  contingencies  fall  into  two  categories: 

(1)  Those  which  may  arise  from  presently 
known  and  existing  conditions,  the  effects  of 
which  are  foreseeable  within  reasonable 
limits  of  accuracy;  e.g..  pension  funds,  sick 
leave,  and  vacation  aconals,  etc.  In  such 
situations  where  they  exist  contingencies  of 
this  category  are  to  be  included  in  the 
estimates  of  future  cost  so  as  to  provide  the 
best  estimate  of  performance  costs;  and 

(2)  Those  wfaidi  may  arise  from  presently 
known  or  unknown  conditions,  the  effect  of 
which  cannot  be  measured  so  precisely  as  to 
provide  equitable  results  to  the  institution 
and  to  the  Government;  e.g.,  results  of 
pending  litigation,  and  other  general  business 
risks.  Contingencies  of  this  category  are  to  be 
excluded  from  cost  estimates  under  the 
several  items  of  cost,  but  should  be  disclosed 
separately,  including  the  basis  upon  which 
the  contingency  is  computed  in  order  to 
facilitate  t^  negotiation  of  appn^iriate 
contractual  coverage  (see,  for  example,  G-17, 
G-21,  and  G-40). 

9.  Contributions  and  donations,  (a) 
Contributions  and  donations  by  the  grantee/ 
contractor  are  unallowable. 

(b)  The  value  of  donated  services  or  goods 
prortded  by  individual  volunteers  or 
members  volunteer  organizations  is  not  an 
allowable  cost  however,  the  fair  maricet 
value  of  donated  services  or  goods  utilized  in 
the  peifonnance  al  a  direct  cost  activity  as 


defined  In  Cl  and  C2  shall  be  considered  In 
die  detennination  of  the  indirect  cost  rate(s) 
and,  aoocrdingjy,  riiaH  be  allocated  a 
proportionate  share  of  indirect  cost 

10.  Depredation  and  me  aUowanoee.  (a) 
Institutions  may  be  eompensated  for  die  use 
of  buildings,  capital  improvements  and 
usable  equipment  on  haid  throng 
depreciation  or  use  allowances.  Depreciation 
is  a  diarge  to  current  operations  whidi 
distributes  the  cost  of  a  tangible  capital  asset 
less  estimated  residual  value,  over  the 
estimated  useful  life  of  die  asset  in  a 
systematic  and  logical  manner.  H  does  not 
involve  a  process  of  valuation.  Useful  life  has 
reference  to  the  prospective  period  of 
economic  usefulness  in  the  particular 
institution's  operations  as  distinguished  from 
physical  life.  Use  allowances  are  the  means 
of  allowing  compensation  when  depreciation 
or  other  equivalent  costs  are  not  considered. 

(b)  Depreciation  at  a  use  allowance  on 
assets  donated  by  third  parties  is  allowable. 
However,  any  limitations  cm  the  amount  of 
depreciation  which  would  have  applied  to  the 
donor  as  a  result  of  restrictions  contained  in 
this  Section  shall  also  apply  to  the  recipient 
organization. 

(c)  Due  consideration  will  be  given  to 
Govemment-fumished  facilities  utilized  by 
the  iiutitution  when  computing  use 
allowcmces  and/or  deprivation  if  the 
Govemment-fumished  facilities  are  material 
in  amount  Computation  of  the  use  allowance 
and/or  depredation  will  exdude  both  the 
cost  or  any  portion  of  the  cost  of  grounds, 
buildings  arid  equipment  borne  by  or  donated 
by  the  Federal  Govenunent  irrespective  of 
where  title  was  originally  vested  or  where  it 
presently  resides,  and  secoiully,  the  cost  of 
grounds.  Capital  expenditures  for  land 
improvements  (paved  areas,  fences,  streets, 
sidewalks,  utility  conduits,  and  similar 
improvements  not  already  induded  in  the 
cost  of  buildings)  are  allowable  provided  the 
systematic  amortization  of  such  capital 
expenditures  has  been  provided  in  the 
institution's  books  of  account,  based  on 
reasonable  determinations  of  the  probable 
useful  lives  of  the  individual  items  involved, 
and  the  share  allocated  to  the  grant  or 
contract  is  developed  from  the  amount  thus 
amortized  for  the  base  period  involved. 

(d)  Normal  depreciation  on  an  institution's 
plant,  equipment,  and  other  capital  facilities, 
except  as  exduded  by  (d)  below,  is  an. 
allowable  element  of  cost  provided  that  the 
amount  thereof  is  computed: 

(1)  Upon  a  property  cost  basis  which  could 
have  bMn  used  by  the  institution  for  Federal 
Income  Tax  purposes,  had  such  institution 
been  subject  to  the  payment  of  income  tax; 
and 

(2)  By  the  consistent  application  to  the 
assets  concerned  of  any  generally  accepted 
accounting  method,  and  subject  to  the 
limitations  of  the  Internal  Revenue  Code  of 
1954  as  amended,  including — 

(i)  The  strai^t  line  method; 

(ii)  The  declining  balance  method,  using  a 
rate  not  exceeding  twice  the  rate  which 
would  have  been  used  bad  the  annual 
allowance  been  computed  under  the  method 
described  in  (i)  above; 


(iii)  The  sum-oMhe-yMm-digHs  method; 
and 

(iv)  Arqr  otiier  consistent  metiiod 
pr^uctive  of  an  •imimt  aDowanoe  which, 
when  added  to  all  aUowanoes  lot  tiw  period 
commencing  with  the  use  cl  fiw  property  and 
indudiiig  tiw  current  year,  does  not  derteg 
the  first  two-thirds  at  die  nsafel  life  of  the 
property  exceed  die  total  of  such  allowances 
whidi  would  have  been  used  had  sudi 
allowances  been  computed  under  die  method 
described  in  (U)  above. 

(v)  Where  the  deineciation  method  is 
followed,  adequate  property  records  most  be 
maintained.  The  period  of  useful  service 
(service  Hfe)  established  in  each  case  for 
usable  capital  assets  must  be  determined  on 
a  realistic  basis  whidi  takes  into 
consideration  sudi  factors  as  type  of 
construction,  nature  of  the  equipment  used, 
technological  developments  in  the  particular 
area,  and  the  renewd  and  replacement 
policies  followed  for  die  individual  items  or 
dasses  of  assets  involved.  Where  the 
defuedation  method  is  introduced  fm 
application  to  assets  acquired  in  prior  years, 
the  annual  charges  therefrom  must  not 
exceed  the  amounts  that  would  have  resulted 
had  the  defnedation  method  been  in  effed 
from  the  date  of  acquisiticm  of  such  assets. 

(vi)  Depredation  on  idle  or  excess  facilities 
sh^  not  be  allowed  except  on  such  fadlities 
as  are  reasonably  necessary  for  standby 
purposes.  (See  G.  IS.) 

(vii)  Where  an  institution  elects  to  go  on  a 
depredation  basis  for  a  particular  dass  of 
assets,  no  depredation,  rental  or  use  charge 
may  be  allowed  on  any  such  assets  that 
would  be  viewed  as  fi^  depredated. 
Provided,  however,  that  reasonable  use 
charges  may  be  negotiated  for  any  sudi 
assets  if  warranted  after  taking  into 
consideration  the  cost  of  the  fadlity  or  item 
involved,  the  estimated  useful  life  remaining 
at  time  of  negotiation,  the  actual  replacement 
policy  follow^  in  the  light  of  service  lives 
used  for  calculating  depredation,  the  effed  of 
any  increased  maintenance  charges  a* 
decreased  effidency  due  to  age,  and  any 
other  fadors  pertinent  to  the  utilization  of  the 
facility  or  item  for  the  purpose  contemplated. 

(viii)  Where  the  use  allowance  method  is 
followed,  the  use  allowance  for  bufldings  and 
improvements  will  be  computed  at  an  aimual 
rate  not  exceeding  2  percent  of  acquisition 
cost  The  use  allowance  fat  equipment  will 
be  computed  at  an  annual  rate  not  exceeding 
6%  percent  of  acquisition  cost  of  usable 
equipment  in  those  cases  where  the 
institution  maintains  current  records  with 
resped  to  sudi  equipment  on  hand.  Where 
the  institution's  records  refled  only  the  cost 
(actual  or  estimated)  of  the  original 
complement  of  equipment,  the  use  allowance 
will  be  compute  at  an  aimual  rate  not 
exceeding  10  percent  of  such  cost  Original 
complement  for  this  purpose  means  the 
complement  of  equipment  initially  placed  in 
buildings  to  perform  the  functions  currently 
being  performed  in  such  buildings;  however, 
where  a  permanent  change  in  the  function  of 
a  building  takes  place,  a  redetermination  of 
the  original  complement  of  equipment  may  be 
made  at  that  time  to  establish  a  new  original 
complement  In  those  cases  where  no 
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equipment  records  are  maintained,  the 
institution  will  justify  a  reasonable  estimate 
of  the  acquisition  cost  of  usable  equipment 
which  may  be  used  to  compute  the  use 
allowance  at  an  annual  rate  not  exceeding 
6%  percent  of  such  estimate. 

(ix)  Depreciation  and/or  use  charges 
should  usually  be  allocated  to  all  activities  as 
an  indirect  cost. 

11.  Employee  morale,  health,  welfare  costs, 
and  credits,  (a)  Employee  morale,  health,  and 
welfare  acti>dties  are  those  services  or 
benefits  provided  by  the  institution  to  its 
employees  to  improve  working  conditions, 
employer-employee  relations,  employee 
morale,  and  employee  performance.  Such 
activities  include  house  publications,  health 
or  first-aid  clinics,  recreation,  employee 
counseling  services  and,  for  the  purpose  of 
this  paragraph,  food  and  dormitory  services. 
Food  and  dormitory  services  include 
operating  or  furnishing  facilities  for 
cafeterias,  dining  rooms,  canteens,  lunch 
wagons,  vending  machines,  living 
accommodations,  or  similar  types  of  services 
for  the  institution’s  employees  at  or  near  its 
facilities. 

(b)  Except  as  limited  by^fc)  below,  the 
aggregate  of  costs  incurred  on  account  of  all 
activities  mentioned  in  (a)  above,  less  income 
generated  by  all  such  activities  is  allowable* 
to  the  extent  that  the  net  amount  is 
reasonable. 

(c)  Losses  from  the  operation  of  food  and 
dormitory  services  may  be  included  as  cost 
incurred  under  (b)  above,  only  if  the 
institution's  objective  is  to  operate  such 
services  on  a  break-even  basis.  Losses 
sustained  because  food  services  or  lodging 
accommodations  are  furnished  without 
charge' or  at  prices  or  rates  which  obviously 
would  not  be  conducive  to  accomplishment 
of  the  above  objective,  are  not  allowable, 
except  that  a  loss  may  be  allowed  to  the 
extent  the  institution  can  demonstrate  that 
unusual  circiunstances  exist  (e.g.,  (1)  where 
the  institution  must  provide  food  or  dormitory 
services  at  remote  locations  where  adequate 
commercial  facilities  are  not  reasonably 
available  or  (ii)  where  it  is  necessary  to 
operate  a  facility  at  a  lower  volume  than  the 
facility  could  economically  support)  such 
that  even  with  efficient  managemenL 
operation  of  the  services  on  a  break-even 
basis  would  require  charging  inordinately 
high  prices  or  prices  or  rates  higher  than 
those  charged  by  commercial  establishments 
offering  the  same  services  in  the  same 
geographical  areas. 

(d)  In  those  situations  where  the  institution 
has  an  arrangement  authorizing  an  employee 
association  to  provide  or  operate  a  service 
such  as  vending  machines  in  the  institution's 
plant,  and  retain  the  profits  derived 
therefrom,  such  profits  shall  be  treated  in  the 
same  manner  as  if  the  institution  were 
providing  the  service  (but  see  (e)).  « 

(e)  Contributions  by  the  institution  to  an 
employee  organization,  including  funds  set 
over  from  vending  machine  receipts  or 
similar  sources,  may  be  included  as  cost 
incurred  under  (b)  above  only  to  the  extent 
that  the  institution  demonstrates  that  an 
equivalent  amount  of  the  costs  incurred  by 
the  employee  organization  would  be 


allowable  if  incurred  by  the  institution 
directly. 

12.  Entertainment  costs.  Costs  of 
amusement,  diversion,  social  activities, 
ceremonials,  and  incidental  costs  relating 
thereto,  such  as  meals,  lodging,  rentals, 
transportation,  and  gratuities,  are 
unallowable  (but  see  G-11  and  G-43). 

13.  Excess  facility  costs,  (a)  As  used  in  this 
paragraph,  the  words  and  phrases  defined  in 
this  subparagraph  (a)  shall  have  the 
meanings  set  forth  below. 

(1)  Facilities  means  plant  or  any  portion 
thereof  (inclusive  of  land  integral  to  the 
operation);  equipment  indivdually  or 
collectively,  or  any  other  tangible  capital 
asset,  wherever  located,  and  whether  owned 
or  leased  by  the  institution. 

(2)  Idle  Facilities  means  completely  unused 
facilities  that  are  excess  to  the  institution's 
current  needs. 

(3)  Idle  Capacity  means  the  unused 
capacity  of  partially  used  facilities.  It  is  the 
difierence  between  that  which  a  facility 
could  achieve  under  100  percent  operating 
time  on  a  one  shift  basis  less  operating 
interruptions  resulting  from  time  lost  for 
repairs,  setups,  unsatisfactory  materials,  and 
other  normal  delays,  and  the  extent  to  which 
the  facility  v.  as  actually  used  to  meet 
demands  during  the  accounting  period.  (A 
multiple  shift  basis  may  be  us^  if  it  can  be 
shown  that  this  amount  of  usage  could 
normally  be  expected  for  the  type  of  facility 
involved.) 

(4)  Costs  of  idle  facilities  or  idle  capacity 
are  costs  such  as  nmintenance,  repair, 
housing,  rent,  and  other  related  costs,  e.g., 
property  taxes,  insurance,  and  depreciation. 

(b)  The  costs  of  idle  facilities  are 
unallowable  excepl  to  the  extent  that: 

(i)  They  are  necessary  to  meet  fluctuations 
in  workload;  or 

(ii)  Although  not  necessary  to  meet 
fluctuations  in  workload,  they  were 
necessary  when  acquired  and  are  now  idle 
because  of  changes  in  program  requirements, 
grantee/  contractor  efforts  to  produce  more 
economically,  reorganization,  termination,  or 
other  causes  which  could  not  have  been 
reasonably  foreseen. 

Under  the  exception  stated  in  (ii)  of  this 
subparagraph  (b),  costs  of  idle  facilities  are 
allowable  for  a  reasonable  period  of  time, 
ordinarily  not  to  exceed  1  year,  depending 
upon  the  initiative  taken  to  use.  lease,  or 
dispose  of  such  facilities  (but  see  G.42(b)  and 
(e)). 

(c)  The  costs  of  idle  capacity  are  normal 
costs  of  doing  business  and  are  a  factor  in  the 
normal  fluctuations  of  usage  or  overhead 
rates  from  period  to  period.  Such  costs  are 
allowable,  provided  the  capacity  is 
reasonably  anticipated  to  be  necessary  or 
was  originally  reasonable  and  is  not  subject 
to  reduction  or  elimination  by  subletting, 
renting,  or  sale,  in  accordance  with  sound 
business,  economics,  or  security  practices. 
Widespread  idle  capacity  throughout  an 
entire  plant  or  among  a  group  of  assets 
having  substantially  the  same  function  may 
be  idle  facilities. 

14.  Fines  and  penalties.  Costs  of  fines  and 
penalties  resulting  from  violations  ot  or 
failure  of  the  institution  to  comply  with. 


Federal,  State,  and  local  laws  and  regulations 
are  unallowable  except  when  incurred  as  a 
result  of  compliance  with  specific  provisions 
of  the  grant  or  contract  instructions  in  writing 
from  the  awarding  agency. 

15.  Fringe  benefits.  (See  G.-6-(g}-(5.) 

16.  Independent  research  and  development. 

(a)  An  institution’s  independent  research  and 
development  (l.R.  &  D.)  is  that  research  and 
development  which  is  not  sponsored  by  the 
Government  or  a  non-Government 
organization  or  agency  under  a  grant/ 
contract  or  other  arrangement. 

(b)  Basic  research,  for  the  purpose  of  this 
document  is  that  type  of  research  which  is 
directed  toward  increase  of  knowledge 
within  a  particular  discipline.  In  such 
research,  the  primary  aim  of  the  investigator 
is  a  fuller  knowledge  or  understanding  of  the 
subject  under  study,  rather  than  any  practical 
application  thereof.  Applied  research,  for  the 
purpose  of  this  document  consists  of  that 
type  of  effort  which  (1)  is  normally  derived 
fiom  the  results  of  basic  research,  but  may 
not  be  severable  from  the  related  basic 
research,  (2)  attempts  to  determine  and 
expand  the  potentialities  of  new  scientific 
discoveries  or  improvements  in  technology, 
materiels,  processes,  methods,  devices,  and 
techniques,  and  (3)  attempts  to  "advance  the 
state  of  the  art”  Applied  research,  does  not 
include  any  such  efforts  when  their  principal 
aim  is  the  design,  development  or  test  of 
specific  articles  or  services  to  be  offered  for 
sale,  which  are  within  the  definition  of  the 
term  development  as  defined  in  (c)  below. 
Census  research,  for  the  purpose  of  this 
document  is  that  type  of  activity  devoted  to 
the  compilation  and  interpretation  of 
statistical  and  other  analytical  information 
acquired  through  survey  (e.g.,  interview, 
circularization  of  questionnaires), 
observations  or  from  books,  treatises,  articles 
or  other  sources  relative  to  specifically 
defined  activities,  occurrences  or  conditions 
for  the  purpose  of  accomplishing  some 
scientific  end. 

(c)  “Development”  is  the  systematic  use  of 
scientific  knowledge  which  is  directed 
toward  the  production  of.  or  improvements 
in,  useful  products  to  meet  specific 
performance  requirements,  but  exclusive  of 
manufacturing  and  production  engineering. 

(d)  Independent  research  and  development 
will  be  treated  in  a  manner  consistent  with 
the  treatment  of  sponsored  research  and 
development.  Act..  .tVly.  an  institution’s 
IJt  A  D.  shall  be  aiiocated  in  proportionate 
share  of  indirect  costs  on  the  same  basis  that 
indirect  costs  are  allocated  to  sponsored 
research  and  development 

(e)  The  cost  of  an  institution’s  I.R.  A  D. 
including  its  proportionate  share  of  indirect 
costs,  is  unallowable. 

17.  Insurance  and  indemnification,  (a) 
Insurance  includes  insurance  which  the 
institution  is  required  to  carry,  or  which  is 
approved,  under  the  terms  of  the  grant  or 
contract  and  any  other  insurance  which  the 
institution  maintains  in  connection  %vith  the 
general  conduct  of  its  business. 

(1)  Costs  of  insurance  required  or 
approved,  and  maintained,  pursuant  to  the 
grant  or  contract  are  allowable. 
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(2)  Cost*  of  other  insurance  maintained  by 
the  institution  in  connection  with  the  general 
conduct  of  its  business  are  allowable  sub)ect 
to  the  fcrilowing  limitations; 

(a)  Types  and  extent  of  coverage  shaU  be 
in  accordance  with  sound  business  practice 
and  the  rates  and  premiums  shall  be 
reasonable  under  the  circumstances; 

(b)  Costs  allowed  for  business  interruption 
or  other  similar  insurance  shall  be  limit^  to 
exclude  coverage  of  profit; 

(c)  Costs  of  insurance  or  of  any  provision 
for  a  reserve  covering  the  risk  of  loss  of  or 
damage  to  Government  property  are 
allowable  cmly  to  the  extent  that  the 
institution  is  liable  for  sudi  loss  or  damage 
and  sudi  insurance  or  reserve  does  not  cover 
loss  or  damage  which  results  from  willful 
adsconduct  cw  lack  of  good  faith  on  the  part 
of  any  of  the  institution's  trustees,  directors 
or  officers,  or  other  equivalent 
representatives,  who  have  supervision  or 
directicm  erf  (i)  all  or  substantially  all  of  the 
institution's  biuiness,  or  (ii)  all  or 
substantially  all  of  the  iiutitution's 
operations  at  any  one  separate  location  in 
whidi  die  grant  or  contrad  is  being 
performed,  or  who  are  specifically  identified 
as  the  profect  director  in  the  project  or 
otheredse  primarily  respoiuible  for  the 
direction  and/m  execution  of  the  project 
supported  by  the  grant  or  contract 

(d)  Provisions  for  a  reserve  under  an 
approved  self-insurance  program  are 
allowable  to  the  extent  t^t  types  of 
coverage,  extent  of  coverage,  and  the  rates 
and  premiums  would  have  been  allowed  had 
insurance  been  purchased  to  cover  the  risks; 
and 

(e)  Costs  of  insurance  on  the  lives  of 
trustees,  officers,  or  other  eaaployees  tnlrHng 
positions  of  nmllar  reeponsit^ties  are 
allowable  only  to  the  extent  that  the 
insurance  represents  additional 
aompensation.  (See  G-6). 

(3)  Actual  losses  whidi  could  have  been 
covered  by  permissible  Insurance  (throu^  afi 
approved  self-insurance  program  or 
otherwise)  are  unallowable  unless  expressly 
provided  for  in  the  grant  m  contract  except 

(a)  Costs  incurred  because  of  losses  not 
covered  under  nominal  deductible  insurance 
coverage  provided  in  keeping  with  sound 
business  practice,  are  allowable;  and 

(b)  Minor  losses  not  covered  by  insurance, 
such  as  spoUage,  breakage,  and 
disappearance  of  supplies,  udiich  occur  in  the 
ordinary  course  of  doing  business,  are 
allowable. 

(c)  Indemnification  indudes  securing  the 
institution  against  liabilities  to  third  persons 
and  any  other  loss  or  damage  not 
compensated  by  insurance  or  otherwise.  The 
Government  is  obligated  to  indemnify  the 
institution  only  to  the  extent  expressly 
provided  in  (a)(3)  above. 

18.  Interest  and  other  financial  costs,  (a) 
Costs  incurred  for  interest  on  borrowed 
capital  or  temporary  use  of  endowment 
funds,  however  represented,  are  unallowable. 

(b)  Costs  of  organized  fund  raising, 
induding  financial  campaigns,  endowment 
drives,  solicitation  of  gifts  and  bequests,  and 
similar  expenses  incurred  solely  to  raise 


capital  (H*  obtain  contributions,  are 
unallowable. 

(c)  Costs  (rf  investment  counsel  and  staff 
and  similar  expenses  incurred  solely  to 
enhance  income  from  investments  are 
unallowable. 

(d)  Where  substantial  effort  or  time  is 
devoted  to  fund  raising  and  investment 
activities  as  described  in  (b)  and  (c)  in 
relation  to  other  functions  of  an  institution, 
such  activities  shall  be  considered  as  a  major 
activity  of  the  institution  and  shall  be 
allocated  its  share  of  indirect  costs  in 
accordance  with  section  D.  (See  also  C-2.) 

19.  Labor  relations  costs.  Costs  incurred  in 
maintatoing  satisfactory  relations  between 
the  histitution  and  its  employees,  induding 
costs  of  labor  management  committees, 
employee  publications,  and  other  related 
activities,  are  allowable. 

20.  Losses  on  other  grants  or  contracts. 

Any  excess  of  costs  over  income  on  any  grant 
or  contrad  is  unallowable  as  a  cost  of  any 
other  grant  or  ctmtract 

21.  Maintenance  and  repair  costs,  (a)  Costs 
necessary  for  the  upkeep  of  property 
(induding  Government  property  unless 
otherwise  provided  for).  wUch  neither  add  to 
the  permanent  value  of  the  property  nor 
appreciably  prolong  its  intended  life,  but 
keep  it  in  an  effident  operating  condition,  are 
to  Iw  treated  as  follows  (but  see  G-10): 

(1)  Normal  maintenance  and  repair  costs 
are  allowable: 

(2)  Extraordinary  maintenance  and  repair 
costs  are  allowabfo  provided  such  are 
allocated  to  the  periods  to  which  applicable 
for  purposes  of  determining  grant  or  contrad 
costs. 

(b)  Expenditursa  for  plant  and  equipment, 
induding  rehabilitation  thareof,  wfock 
aocording  to  generafiy  accepted  acoomiting 
prindples  as  applied  under  the  institution's 
established  pobqr.  should  be  capitalised  and 
subjected  to  depredation,  are  aUowaUe  only 
on  a  depredatim  basis. 

22.  Materiels  costs,  (a)  The  cost  of 
consumable  supplies,  serum,  drugs. 

'  fabricated  parts,  and  other  materiels 
necessary  to  cany  out  the  objectives  of  a 
grant  or  contract,  whether  puidtased  outside 
or  manufactured  by  the  institution  are 
allowable  sulked  to  the  provisions  (b) 
through  (e)  below.  The  cost  may  indude  such 
collateral  items  as  inbound  transportation 
and  intransit  insurance. 

In  computing  these  costs  consideration  will 
be  given  to  reasonable  overruns,  spoilage,  or 
defective  woiic  if  cemsistent  with  the  nature 
of  the  project  bemg  performed  and  the 
recognized  practice  of  the  industry. 

(b)  Costs  materiel  shall  be  suitably 
adjusted  for  applicable  portions  of  income 
and  other  credits,  induding  available  trade 
and  cash  discounts,  refunds,  rebates, 
allowances,  and  credits  for  scrap  and  salvage 
and  materiel  returned  to  vendors.  Such 
income  and  other  credits  shall  either  be 
credited  directly  to  the  cost  of  the  materiel 
involved  or  be  allocated  (as  credits)  to 
indirect  costs.  However,  where  the  irutitution 
can  demonstrate  that  failure  to  take  cash 
discounts  was  due  to  reasonable 
circumstances,  such  lost  discounts  need  not 
be  so  credited. 


(c)  Reasonable  adjustments  arising  from 
differeiu;es  between  periodic  physic^ 
inventories  and  book  inventories  may  be 
included  in  arriving  at  cost^  provided  such 
adjustments  relate  to  the  period  of 
performance  of  the  grant  or  contract 

(d)  When  the  materiels  are  purchased 
specifically  for  and  identifiable  solely  with 
performance  under  a  grant  or  contract  the 
actual  purchase  cost  thereof  should  be 
charged  to  that  grant  or  contract.  If  materiel 
is  issued  from  stores,  any  generally 
recognized  method  of  pricing  such  materiel  is 
acceptable  if  that  method  is  consistently 
applied  and  the  results  are  equitable.  When 
estimates  of  materiel  costs  to  be  incurred  in 
the  future  are  required,  either  current  mariiet 
price  or  anticipated  acquisition  cost  may  be 
used,  but  the  ^sis  of  pricing  must  be 
disclosed. 

(e)  Allowance  for  all  materiels,  supplies 
and  services  which  are  sold  or  transferred 
between  any  diviaiem,  subsidiary  or  affiliate 
of  the  institution  under  a  common  control 
shall  be  on  the  basis  of  cost  incurred  in 
accordance  with  these  principles,  except  that 
when  it  is  the  established  practice  of  the 
transferring  organization  to  price 
interorganization  transfers  of  materiels. 
supfriies  and  services  at  other  than  cost  for 
nonU^vemmoit  work  of  the  institution  or 
any  division,  subsidiary  or  affiliate  of  the 
institution  under  a  common  control 
allowance  may  be  at  a  price  when: 

(1)  It  is  or  ia  based  on  an  "establisbed 
catalog  or  market  price  of  omnmerdal  items 
sold  in  substantial  quantities  to  the  general 
public;”  or 

(2)  It  is  the  result  of  ”adequate  price 
competition”  and  is  the  price  at  ediidi  an 
awaitl  was  made  to  the  affiliated 

organ  txatioii  after  obtaining  quotations  on  an 
equal  basis  from  such  oiganizatian  and  one 
or  mote  outside  sources  which  aotmally 
produce  the  item  or  its  equivalent  in 
significant  quantity. 

Provided,  that  in  either  case: 

(1)  The  price  is  not  in  excess  the 
transferor’s  current  sales  price  to  his  most 
favored  customer  (including  any  division, 
subsidiary,  or  affiliate  of  the  institution  under 
a  ccHnmon  control)  for  a  like  quantity  under 
comparable  conditions,  and 

(2)  The  price  is  not  determined  to  be 
unreascmable  by  the  awarding  agency. 

The  price  determined  in  accordance  with 
(1)  above  should  be  adjusted,  when 
appropriate,  to  reflect  ibe  quantities  being 
procu^  and  may  be  adjusted  upward  or 
downward  to  reflect  the  actual  cost  of  any 
modificatiems  necessary  because  of  grant  or 
contract  requirements. 

23.  Organization  costs.  Expenditures,  such 
as  incorporation  foes,  attorney's  fees, 
accountant's  fees,  broker’s  fees,  fees  to 
promoters  and  mganizers,  in  connection  with 
(a)  organization  or  reorganization  of  a 
business,  or  (b)  raising  capital  are 
unallowable  unless  specified  otherwise  in  the 
grant  or  contract 

24.  Other  business  expenses.  Included  in 
this  item  are  such  recurring  expenses  as 
preparation  and  publication  of  reports  to 
members  and  tnartees;  ineparation  and 
submission  of  required  repwts  and  forms  to 
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taxing  and'other  regulatory  bodies;  and 
incidental  costs  of  Erector  and  committee 
meetings.  The  above  and  similar  costs  are 
allowable  when  allocated  on  an  equitable 
^  basis. 

25.  Overtime,  extra-pay  shift  and  multishifl 
premiums.  Premiums  for  overtime,  extra^pay 
shifts,  and  multishift  work  are  allowable  only 
to  the  extent' approved- by  the  awarding 
agency  excspt! 

(a)  When-nacessaryto'cope  with 
emergencies,  suoh  as  those  resulting  from 
accidents,  natural' diMsters,  breakdowns  of 
production  equipment,  or  occasional' 
production  bottlenecks  of  a  sporadic  nature; 

(b)  When  by  indirect  labor  employees  suoh 
as  those  perfoiming  duties  in- connection  with 
administration,  protection,  transportation,  > 
maintenance,  standby  plant  protection, 
operation  of  utilities,  or  aooounting; 

(c)  In  the  performance  of  tests,  laboratory 
procedures,  or  other  similar  operations  which 
are  continuous  in  nature  and  cannot 
reasonably  be  interrupted  or  otherwise 
completed;  or 

(d)  When  lower  overall  cosfto  the 
Government  wilhresult 

Overtime  premiums  and  shift  premiums 
may  be  considered  proper  for  approval,  when 
determined  in.  writing  by  the  awarding 
agency  that  approval: 

(a)  Is  necessary  to  meet  delivery  or 
performance  schedules,  and  such  schedules 
are  determined  to  be  extended  to  the 
maximum  consistent  with  essential  program 
objectives; 

(b)  Is  necesHiry  to  make  up -for  delays 
whiiA.are  beyond  the  oontrol'and^without  the 
fault  or  negligance  of>the  institution; 

(c)  Is  necessary  to  eliminate  foreseeable 
bottlenecks  of  an  extended  nature-which 
cannot  be  eliminated  in  any  other  way. 

Approvals  should  ordinarily  be 
prospective;. but  may  be  retroactive  where 
justified  by  the  cmnimstances.  Such 
approvals  may  be  for  an  individual  grant  or 
contract  project,  or  program,  or  fbr  a  division, 
department,  or  branch,  as  most  praotioable. 

Overtime  for  which  overtime  premiums 
would  be  at  Government  expense  should'not 
be  approved  undm  an  award  where  the 
institution  is  already  obligated,  without  the 
right  to  additional  compensation,  to  meet  the 
required  delivery  date. 

Where  overtime  premiums  or  shift 
premiums  are  being  paid  at  Government 
expense  in  oonnection  with  the  performance 
of  Government  grant' or  contnct  the 
continued  need  therefor  should  be  subject  to 
periodic  review  by  the  awarding  a^ncy.. 

26.  Patent  and  copyright  costa.  Coats  of 
preparing  disclosures,  reports,  and  other 
documents  required  by  the  grant/oontract 
and  of  searching  the  art  to  the  extent 
necessary  to  make  such  disdosunes,  are 
allowable.  In. accordance  with  the  conditions- 
of  the  grant  or  contract  relatingdo  patents  or 
copyrights,  costs  of  preparing  domiments-and' 
any  other  costa,  in  aormeotirm-wnth  the  ftllng 
of  a  patent  application  or  copyright  where- 
title  is  conveyed  to  the  Government  are- 
allowable.  However,  similar  costs  inmirred  in- 
connection  with  patmits  or  copjvights  where- 
title  is  not  conveyed  to  the  Government  are- 
unallowable.  (See  G>-30i)j 


27.  Pension  plans.  (See  G-6(gH**J-) 

28.  Plant  protection  costs.  Costs  of  items 
such  as  (0)  wages,  uniforms,  andequipment 
of  persoimel  engaged  in  plant  protection;  (bj 
depreciation  on  plhnt  protection  capital 
assets,  and'(c)  necessary  expenses  to  comply  . 
with  security  requifements  are  allowable. 

29.  Plant  reconversion  costs.  Plant 
reconversion  costs  are  those  incurred  in  the 
restoration  or  rehabilitation  of  the 
institution's  facilities  to  approximately  the 
same  condition  existing  immediately  prior  to 
the  commencement  of  the  grant  or  contract 
work,  fair  wear' and  tear-  excepted. 
Reconversion  costs  are  unallowable  exiiept 
for  the  cost  of  removing  Government  property 
and  the  restoration  or  rehabilitation  costa 
caused  by  such  ramovaL  However,,  in  special 
circumstances  where  equity,  so  dictates, 
additicmal  costs  may  be  allowed  to  the  extent' 
agreed  upon  in  writing. before  the  costs  are 
incurred.  Whenever  surh  costs  are  given 
consideration,  care  should  be  exercised  to 
avoid  duplication  through. allowance  as 
contingencies,  as  additional  profit  or  fee.  or 
in  other  grants  or  contracts. 

30.  i^reawoA/.  oasts. .  Preanvard'costs- are 
those  incurred  prior  to  the  effective  date  of 
the  grant  or  contract  directly  pursuant  to,  the 
negotiation  andiin  anticipation  of  the  award 
of  the  grant  or  contract  where  such 
incurrence  is  necessary  to  comply  withithe 
proposed  delivery  schedule  at  period  of 
performance.  Su^  ooats.are  allowable  only 
to  the  extent  that  they  would  have  been 
allowable  if  incumd  after  the  date  of  the 
award  and  only  with  the  prior  written 
approval  of  the  a%varding  agency; 

31.  Professional  service  cast>—legaL. 
accounting,  scientific  and  other,  (a)  Costa  of 
professional,  services  rendeeed  by  membera 
of  a  particular  profession  who  are  not 
employees  of  the  institution  are  allowable, 
subject  to  (b).  (c)  and  (d)  below,  whrai 
reasonable  in  relation  to  the  servion 
rendered..  (But  see  G-23.) 

(b)  Factora.to  be  Gonsidered-in  deteimining 
the  allowability  of  coats  in;a  particular  case 
include: 

(1)  The  nature  and:scape  of  the  service 
rendered  in  relation  to  the  sarvioe  required; 

(2)  The  necessity  of  contracting  for  the- 
service  conaidering-the  institution's 
capability  in  the  particular,  area; 

(3)  The  past  pattern  of  such  costs, 
particularly  in  years  prior  to  the  award  of 
Govemmentiwark;- 

(4) ,l}m  impact  of  Covemment  work  on  the 
institution’s. business  (he.-,  what  new- 
problems  have  arisen): 

(5)  Whether  the  proportion  of  Govenunent ' 
work  to  the  institution’s  total  business  is  such 
as  to  influence  the  institution  in  favor  of 
incurring  the  cost,  particularly  where  the- 
services  rendered  are  not  of  a*  continuing- 
nature  and- have  little  relationship  to  work 
under  Government  grants/oontracts; 

(6)  Whether  the-servioe  can  be  performed 
more  economically  by  employment  rather 
than  by  contracting; 

(7) f'nia  qualifications  of  the  individual  or 
concern  rendering  the  service  and  the 
customary  fees  charged,  especially  on 
nongovernment^nts/contracts; 


(8) -Adequacy  of  the  contractual  agreement 
for  the  sendee  (e.g„  description  of  the  service-, 
estimate  of  time  required,  rate  of 
compensation;  termination  provisions): 

(c)  Retainer  foer  to  be  allowable  must  be 
reasonably  supported  by  evidence  of  bona 
fide  services  available  m-  rendered: 

(d)  Costs  of  legal;  accounting,  and 
consulting  service,  and  related  amts;  incurred 
in  connection  with  organization  and- 
reorganization,  defense  of  anti- trust- suits, 
and  the  prosecution  of  claims  against  the 
Government"  are  unallbwable.  Costs  of  legal 
accounting,  and  consulting  services,  and 
related  costs,  incurredin  connection  with 
patent  orcop3rright  infringement  litigitlon. 
are  unallowable  unless  otherwise  provided 
for  in  the  grant  or  contract 

32.  Proflte  and  Ibsses  to  disposition  of 
plant  equipment,  or  other  capital' assets. 
Profits  or  losses  of  any  nature  arising  fhim 
the  sale  ormcdiange^plhnt  equipment,  or 
other  capital  assets,  incltiding  sale  or 
exchange  of  either  short-  or  long-term 
investments,  shall' be  excluded,  in  computing 
grant  or  contract  costs. 

33.  Public  information  services  costs. 

Public  information  services,  coats  include  the 
costs  associated  with  promotions,  public 
relations,  pamphlets,  news  releases,.and' 
other  forms  of  informatibn  services.  Such 
costs  are  normally-incurred  to:. 

(a)  Ihfonn  or  instruct  individuals,  groups  or 
the  general  public  about' health  or  social 
problems; 

(b)  Interest  individualk  or  groups  in 
participating  in  a  service  program  of  the 
institution; 

(c)  Provide  stewardship,  reports  to  State 
and  local' Government  agencies,  benefactor 
foundationsancT  associations,  et&; 

(d)  Appeal  for  funds; 

(e)  Disseminate  the  results  of  sponsored 
and  non-sponsored  research  or  other  activity 
to  the  scientific  community. 

To  the  extent  that  the  costa  incurred  for 
any  of  these  purposes  are  identifiable  with  a 
particular  cost  objective  they  should  be 
charged  to  the  objective  to  which  they  relate. 

If  these  costs  are  not  identifiable: with  a 
particular  cost  objective,  they  should  be 
allocated  as  indirect  costs  to  all  major 
activities  of  the  institution  except  that  costs 
related' to  fund-raiaing,appeals  are 
unallowable  as  costs  of  grants  and  contracts. 

Public  information  service  costs  are; 
unallowable  as  a  direct  cost  of  grants- and 
contracts  unless  formally  approved  by  the 
awarding  .agency. 

34.  Publication  and  printing  costa. 
Publication  costs,  include  the  costs  of  printing 
(including  the  processes  of  composition, 
platemaking,  press  work..binding  md  the  end 
products  produced  by  such  processes), 
distribution,  promotion,  mailing  and  general 
handling. 

Publication  costs  are  unallowable  as  a- 
direct  cost  of  grants  and  contracts.unless 
formally  approved  by  the  awarding  agency. 

35.  Rearrangement  and.  alteration  costs. 
Cfosts  inciured  for  ordinary  or  normal 
rearrangement,  and  alteration  of  fadlitieaare 
allowable.  Special  arrangement  and 
alteration  costs  incurred  specifically  for  the- 
project  are  allowable  when  written  approval 
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has  been  given  in  advance  by  the  awarding 
agency. 

36.  Recruitment  costs,  (a)  Subject  to  (b),  (c), 
and  (d)  of  this  G-36,  and  provided  that  the 
size  of  the  staff  recruited  and  maintained  is 
in  keeping  with  workload  requirements,  costs 
of  help-wanted  advertising,  operating  costs  of 
an  employment  office  necessary  to  secure 
and  maintain  an  adequate  labor  force,  costs 
of  operating  an  aptitude  and  educational  • 
testing  program,  travel  costs  of  employees 
while  engaged  in  recruiting  persoimel,  and 
travel  costs  of  applicants  for  interviews  for 
prospective  employement  are  allowable  to 
the  extent  that  such  costs  are  incurred 
pursuant  to  a  well  managed  recruitment 
program.  Where  the  institution  uses 
employment  agencies,  costs  not  in  excess  of 
standard  commercial  rates  for  such  services 
are  allowable. 

(b)  In  publications,  costs  of  help-wanted 
advertising  that  (1)  includes  color,  (2) 
includes  advertising  materiel  for  other  than 
recruitment  purposes,  or  (3)  is  excessive  in 
size  (taking  into  consideration  recruitment 
purposes  for  which  intended  and  normal 
business  practices  in  this  respect)  are 
unallowable. 

(c)  Costs  of  (1)  help-wanted  advertising 
and  (2)  excessive  salaries,  fringe  benefits, 
and  special  emoluments  that  have  been 
offered  to  prospective  employees,  designed  to 
attract  personnel  from  another  institution 
perfonning  as  grantee  or  contractor  to  the 
Government  or  in  excess  of  the  standard 
practices  in  comparable  institutions,  are 
unallowable. 

(d)  Where  relocation  costs  incurred 
incident  to  recruitment  of  a  new  employee 
have  been  allowed  either  as  an  allocable 
direct  or  indirect  cost  and  the  newly  hired 
employee  resigns  for  reasons  within  his 
control  within  12  months  after  hire,  the 
institution  shaU  be  required  to  refund  (h* 
credit  such  relocation  costs  to  the 
Government 

37.  Relocation  costs,  (a)  Relocation  costs, 
for  the  purpose  of  this  document  are  costs 
incident  to  the  permanent  change  of  duty 
assignment  (for  an  indefinite  period,  or  for  a 
stated  period  of  no  less  than  12  months)  of  an 
existing  employee  or  upon  recruitment  of  a 
new  employee.  These  costs  may  include,  but 
are  not  limited  to  cost  of  (i)  transportation  of 
the  employee,  members  of  his  immediate 
family  and  his  household  and  personal 
effects  to  the  new  location;  (ii)  finding  a  new 
home,  such  as  advance  trips  by  employees 
and  spouses  to  locate  living  quarters  and 
temporary  lodging  during  the  transition 
period;  (iii)  closing  costs  (i.e.,  brokerage  fees, 
legal  fees,  appraisal  fees,  etc.),  incident  to  the 
disposition  of  housing;  (iv)  other  necessary 
and  reasonable  expenses  normally  incident 
to  relocation,  such  as  cost  of  cancelling  an 
unexpired  lease,  disconnecting  or  reinstalling 
household  appliances,  and  purchase  of 
insurance  against  damages  to  personal 
property;  (v)  loss  on  sale  of  home;  and  (vi) 
acquisition  of  a  home  in  a  new  location  (i.e., 
brokerage  fees,  legal  fees,  appraisal  fees, 
etc.). 

(b)  Subject  to  (c)  below,  relocation  costs  of 
the  type  covered  in  (a)  (I),  (ii),  (iii).  and  (iv) 
above  are  allowable,  provid^  (i)  the  move  is 


for  the  benefit  of  the  employer,  (ii) 
reimbiuaement  is  in  accordance  with  an 
established  policy  or  practice  consistently 
followed  by  the  employer,  and  such  policy  or 
practice  is  designed  to  motivate  employees  to 
relocate  promptly  and  economically;  (iii)  the 
costs  are  not  otherwise  unallowable  under 
the  provisions  of  G-36  or  any  other  paragraph 
of  t^  document  and  (iv)  amounts  to  be 
reimbursed  shall  not  exceed  the  employee’s 
actual  (or  reasonably  estimated)  expenses. 

(c)  Costs  otherwise  allowable  under  (b) 
above  are  subject  to  the  following  additional 
provisions:  (i)  the  transition  peri(^  for 
incxirrance  of  costs  of  the  ty^  covered  in  (a) 
(ii)  above  shall  be  kept  to  the  minimum 
number  of  days  necessary  under  the 
circumstances,  but  shall  not,  in  any  event 
exceed  a  cumulative  total  of  30  days 
including  advance  trip  time;  and  (ii) 
allowance  for  cost  of  the  type  covered  in 

(a)(iii)  above  shall  not  exceed  8  percent  of  the 
sales  price  of  the  property  sold.  Costs  of  the 
type  covered  in  (a)  (iii)  and  (iv)  above  are 
allowable  only  in  connection  with  the 
relocation  of  existing  employees,  and  are  not 
allowable  for  newly  recruited  employees. 

(d)  Costs  of  the  type  covered  in  (a)  (v)  and 
(vi)  above  are  not  allowable. 

38.  Rental  costs  (including  sale  and 
leaseback  of  facilities),  (a)  Rental  costs  of 
land,  building,  and  equipment  and  other 
personal  property  are  aUowable  if  the  rates 
are  reasonable  in  light  of  such  factors  as 
rental  costs  of  comparable  facilities  and 
market  conditions  in  the  area,  the  type,  life 
expectancy,  condition,  and  value  of  the 
facilities  leased,  options  available,  and  other 
provisions  of  the  rental  agreement. 
Application  of  these  factors,  in  situations 
where  rentals  are  extensively  used,  may 
involve  among  other  considerations, 
comparison  of  rental  coats  with  the  amount 
whi^  the  institution  would  have  received 
had  it  owned  the  facilities. 

(b)  Charges  in  the  nature  of  rent  between 
plants,  divisions,  or  organizations  under 
common  control  are  allowable  to  the  extent 
such  charges  do  not  exceed  die  normal  costs 
of  ownership,  sudi  as  depreciation,  taxes, 
insurance,  and  maintenance:  Provided,  That 
no  part  of  such  costs  shall  duplicate  any 
other  allowed  costs. 

(c)  Unless  otherwise  specifically  provided 
in  the  grant  or  contract,  rental  costs  specified 
in  sale  and  leaseback  agreements,  incurred 
by  institutions  through  selling  plant  facilities 
to  investment  organizations,  such  as 
insurance  companies,  associate  institutions, 
or  to  private  investors,  and  concurrenUy 
leasing  back  the  same  facilities,  cu« 
allowable  only  to  the  extent  that  such  rentals 
do  not  exceed  the  amount  which  the  grantee/ 
contractor  would  have  received  had  it 
retained  legal  tide  to  the  facilities. 

(d)  Rentals  for  land,  building  and 
equipment  and  other  personal  property 
owned  by  affiliated  organizaUons  including 
corporations  or  by  stockholders,  members, 
directors,  trustees,  officers  or  other  key 
personnel  of  the  institution  or  their  families 
either  direcdy  or  through  corporations,  trusts 
or  other  similar  arrangements  in  which  they 
hold  a  more  than  token  interest  are  allowable 
only  to  the  extent  that  such  rentals  do  not 


exceed  the  amount  the  institution  would  have 
received  had  legal  tide  to  the  facilities  been 
vested  in  it 

(e)  The  allowability  of  rental  costs  under 
unexpired  leases  in  coimection  with 
terminatioiu  is  treated  in  G-42(e). 

39.  Royalties  and  other  costs  for  use  of 
patents  and  copyrights,  (a)  Royalties  on  a 
patent  or  copyil^t  or  amortization  of  the 
cost  of  acquiring  by  purchase  a  copyright 
patent  or  rights  thereto,  necessary  for  the 
proper  performance  of  the  grant  or  contract 
applicable  to  grant  products  or  processes,  are 
allowable  unless: 

(1)  The  Government  has  a  license  or  the 
ri(^t  to  free  use  of  the  patent; 

(2)  The  patent  or  copyright  has  been 
adijudicated  to  be  inv^d,  or  has  been 
administratively  determined  to  be  invalid; 

(3)  The  patent  or  copyright  is  considered  to 
be  unenforceable;  or 

(4)  The  patent  or  copyright  is  expired. 

(b)  Special  care  should  be  exercised  in 

determining  reasonableness  where  the 
royalties  may  have  been  arrived  at  as  a  result 
of  less  than  arm's-length  bargaining;  e.g.: 

(1)  Royalties  paid  to  persons,  including 
corporations,  affiliated  with  the  institution; 

(2)  Royalties  paid  to  unaffiliated  parties, 
induding  corporations,  under  an  agreement 
entered  into  in  contemplation  that  a 
Government  grant  or  contract  would  be 
awarded;  or 

(3)  Royalties  paid  under  an  agreement 
entered  into  after  the  award  of  the  grant  or 
contract 

•  (c)  In  any  case  involving  a  patent  or 

copyright  formerly  owned  by  the  institution, 
the  amount  of  royalty  allowed  should  not 
exceed  the  cost  which  would  have  been 
allowed  had  the  institution  retained  title 
thereto. 

4a  Severance  pay.  (a)  Severance  pay,  also 
commonly  referred  to  as  dismissal  wages,  is 
a  payment  in  addition  to  regular  salaries  and 
wages,  by  institutions  to  workers  whose 
employment  is  being  terminated.  Costs  of 
severance  pay  are  ^owable  only  to  the 
extent  that,  in  each  case,  it  is  required  by  (1) 
law,  (2)  employer-employee  agreement,  (3) 
established  policy  that  constitutes,  in  effect, 
an  implied  agreement  on  the  institution's 
part,  or  (4)  circumstance  of  the  particular 
employment 

(b)  Costs  of  severance  payments  are 
divided  into  two  categories  as  follows: 

(1)  Actual  normal  turnover  severance 
payments  shall  be  allocated  to  all  work 
performed  in  the  institution's  facilities;  or. 
where  the  institution  provides  for  accrual  of 
pay  for  normal  severances,  such  method  will 
be  acceptable  if  the  amount  of  the  accrual  is 
reasonable  in  light  of  payments  actually 
made  for  normal  severances  over  a 
representative  past  period,  and  if  amounts 
accrued  are  allocated  to  all  work  performed 
in  the  institution's  facilities;  and 

(2)  Abnormal  or  mass  severance  pay  is  of 
such  a  conjectural  nature  that  measurement 
of  costs  by  means  of  an  accrual  will  not 
achieve  equity  to  both  parties.  Thus,  accruals 
for  this  purpose  are  not  allowable.  However, 
the  Government  recognizes  its  obligation  to 
participate,  to  the  extent  of  its  fair  share,  in 
any  specific  payment  Thus,  allowability  will 
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be  considered  on  a  case-by-case  basis  in  the 
event  of  occurrence. 

41.  Taxes,  (a)  Taxes  are  certain  charges 
levied  by  Federal,  State,  or  local 
governments.  They  do  not  include  fines  and 
penalties  except  as  otherwise  provided 
herein.  In  general,  taxes  which  the  institution 
is  required  to  pay  and  which  are  paid  or 
accrued  in  accordance  with  generally 
accepted  accounting  principles  are  allowable, 
except  for 

(1)  Federal  income  taxes  and  similar  levies 
against  income  of  the  institution  derived  from 
activities  unrelated  to  the  project  supported 
by  the  grant  or  contract: 

(2)  Taxes  in  connection  with  financing, 

.  refinancing,  or  refunding  operations  (see  G- 
18); 

(3)  Taxes  from  which  exemptions  are 
available  to  the  institution  directly  or 
available  to  the  institution  based  on  an 
exemption  afforded  the  Government  except 
when  the  awarding  agency  determines  that 
the  administrative  burden  incident  to 
obtaining  the  exemption  outweighs  the 
corresponding  benehts  accruing  to  the 
Government; 

(4)  Special  assessments  on  land  which 
represent  capital  improvements;  and 

(5)  Taxes  on  any  category  of  property 
which  is  used  solely  in  connection  with  work 
other  than  on  Government  grants  or 
contracts.  (Taxes  on  property  used  solely  in 
connection  with  either  non-Govemment  or 
Government  work  should  be  considered 
directly  applicable  *o  the  respective  category 
of  work  unless  the  amounts  involved  are 
insignificant  or  comparable  results  would 
otherwise  be  obtained.) 

(b)  Taxes  otherwise  allowable  under 
paragraph  (a)  of  this  section,  but  upon  which 
a  claim  of  illegality  or  erroneous  assessment 
exists,  are  allowable  provided  the  institution, 
pribr  to  payment  of  such  taxes: 

(1)  Promptly  requests  instructions  from  the 
awarding  agency  concerning  such  taxes,  and 

(2)  Takes  all  action  directed  by  the 
awarding  agency  arising  out  of  subparagraph 

(1)  of  this  paragraph  or  an  independent 
decision  of  the  Government  as  to  the 
existence  of  a  claim  of  illegality  or  erroneous 
assessment  including  cooperation  with  and 
for  the  benefit  of  the  Government  to  (i) 
determine  the  legality  of  such  assessment  or 
(ii)  secure  a  refimd  of  such  taxes.  Reasonable 
costs  of  any  such  action  undertaken  by  the 
institution  at  the  direction  or  with  the 
concurrence  of  the  awarding  agency  are 
allowable.  Interest  and  penalties  incurred  by 
an  institution  by  reason  of  the  nonpayment  of 
any  tax  at  the  direction  of  the  award^ 
agency  or  by  reason  of  the  failure  of  the 
awarding  agency  to  issue  timely  direction 
after  prompt  request  therefor,  are  also 
allowable. 

(c)  Any  refund  of  taxes,  interest  or 
penalties,  and  any  payment  to  the  institution 
of  interest  thereon,  attributable  to  taxes, 
interest  or  penalties  which  were  allowed  as 
project  costs,  shall  be  credited  or  paid  to  the 
Government  in  the  manner  direct^  by  the 
Government  provided  any  interest  actually 
paid  or  credited  to  an  institution  incident  to  a 
refund  of  tax,  interest  or  penalty  shall  be  paid 
or  credited  to  the  Government  only  to  the 


extent  that  such  interest  accrued  over  the 
period  during  whiri)  die  institution  had  been 
reimbursed  by  the  Government  for  the  taxes, 
interest  or  penalties. 

42.  Termination  costs:  Grants  and 
contracts  terminations  generally  give  rise  to 
the  incurrence  of  costs,  or  the  need  for 
special  treatment  of  costs,  which  would  not 
have  arisen  had  the  project  not  been 
terminated.  Cost  principles  covering  these 
items  are  set  forth  below.  They  are  to  be  used 
in  conjunction  with  the  remainder  of  this 
document  in  termination  situations. 

(a)  Common  items.  The  cost  of  items 

reasonably  usable  on  the  institution’s  other 
work  shall  not  be  allowable  unless  the 
institution  submits  evidence  that  it  could  not 
retain  such  items  at  cost  without  sustaining  a 
loss.  In  deciding  whether  such  items  are 
reasonably  usable  on  othw  work  of  the 
institution,  the  awarding  agency  should 
consider  the  institution's  plans  and  orders  for 
current.and  scheduled  pr^ucticn. 
Contemporaneous  purchases  of  common 
items  by  the  institution  shall  be  regarded  as 
evidence  that  such  items  are  reasonably 
usable  on  the  institution’s  other  work.  Any 
acceptance  of  common  items  as  allocable  to 
the  terminated  portion  of  the  project  should 
be  limited  ta  the  extent  that  Ae  quantities  of 
such  items  on  hand,  in  transit,  and  on  order 
are  imexcess  of  the  reasonable  quantitative 
requirements  of  other  work.  • 

(b)  Casts  continuing  after  termination.  If  in 
a  particular  case,  despite  all  reasonable 
efforts  by  the  institution,  certain  costs  cannot 
be  discontinued  immediately  after  the 
effective  date  of  termination,  such  costs  are 
genonlly  allowable  within  the  limitations  set 
forth  in  this  document,  except  that  any  such 
costs  continuing  after  termination  due  to  the 
negligent  or  wiUfiil  failure  of  the  insdtutinn  to 
discontinue  such  costs  shall  be  considered 
unallowable. 

(c)  Initial  costs.  Initial  costs,  including 
starting  load  and  preparatory  costs,  are 
allowable,  subject  to  the  following: 

(1)  Starting  load  costs  are  costs  of  a 
nonrecurring  nature  arising  in  the  early 
stages  of  operation,  investigation  or 
production  and  not  fully  absorbed  because  of 
the  termination.  Such  costs  may  include  the 
cost  of  labor  and  materiel,  and  related 
indirect  cost  attributable  to  such  factors  as: 

(a)  Excessive  spoUage  resulting  from 
inexperienced  la^n 

(b)  Idle  time  and  subnormal  production 
occasioned  by  testing  and  changing  methods 
of  processing: 

(c)  Employee  training;  and 

(d)  Unfamiliarity  or  lack  of  experience  with 
the  product  materiels,  manufacturing 
processes,  and  techniques. 

(2)  Preparatory  costs  are  costs  incurred  in 
preparing  to  fwrform  the  terminated  project 
including  costs  of  initial  plant  rearrangement 
and  alterations,  management  and  personnel 
organization,  production  planning  and  similar 
activities,  but  excluding  special  machinery 
and  equipment  and  starting  load  costs. 

(3)  If  initial  costs  are  claimed  and  have  not 
been  segregated  on  the  institution’s  books, 
segregation  for  settlement  purposes  shall  be 
made  from  cost  reports  and  schedules  which 


reflect  the  high  unit  cost  incurred  during  the 
early  stages  ofthe  pro jeot. 

(4) >When  die  settlementproposal  is  on  the 
inventory  basis:  initial  costs  should  normally 
be  allbcated  on  the  basis  of  total  end  items 
called  for  by  the  project  immediately  prior  to 
termination;  however,  if  the  project  includes 
endiitems  of  a  diverse  nature,  some  other 
equitably  basis  may  be  used,  such  as 
machine  or  labor  hours. 

(5) 'When  initial  costs  are  included  in  the 
settlement  proposal'as  s  direct' charge,  such 
costs  shall  not  also  be  included  in  overhead. 

(6)  Initial  costs  attributable  to  only  one 
proj^  shall  not  be  allocated  to  other 
projects. 

(d)  Lose  of  useful  value.  Loss  of  useful 
value  of  speciaf  tooling  and  special 
machinery  and  equipment  is  generally 
allowable  if 

(1)  Such  special  tooling;  machinery,  or 
equipmenfis  not  reasonably  capable  of  use  in 
the  other  work  of  the  institution; 

(2) 'The  interest  of  the  Government  is 
protected  by  transfer  of  title  or  by  other 
means  deemed  appropriate  by  the  awarding 
agency;  and 

(3)  The  loss  of  usriul  value  as  to  any  one 
terminated  project  is  limited  to  that  portion  of 
the  acquisition  cost  which  bears  the  same 
ratio  to  the  total  acquisition  cost  as  the 
terminated  portion  ^  the  project  bears  to  the 
entire  terminated  project  and  other 
Government  projects  for  which  the  special 
tooling  and' special  machinery  and  equipment 
were  acquiretL 

(e) 'yientoy  costs:  Rental  costs  under 
unexpired  leases  are  generaUy  allowable 
where  clearly  shown  to  have  been 
reasonably  necessary  fbrtfae  performance  of 
the  temrinatetf  project  less  the  residual  value 
of  such  leases,  if 

(1)  'Hie  amount  of  such  rental  claimed  does 
not  exceed  the  reasonable  use  valueof  the 
property  leased  fbr  the  peiiocfof  the  project 
and  sudi  further  period  as  may  be 
reasonable;  and 

(2) T11e  institution  makes  all'reasonable 
efforts  to  terminate,  assign,  settle,  or 
otherwise  reduce  the  cost  of  such  lease. 

There  alSo  may  be  included  the  cost  of 
alterations  of  su^  leased  property,  provided 
such  alterations  were  necessary  for  the 
performance  of  the  project,  and  of  reasonable 
restoration  required' by  the  provisions  ofthe 
lease. 

(f)  Settlement  expenses.  Settlement 
expenses  including  the  following  are 
generally  allowable: 

(1)  Accounting,  legal  cleriral,  and  similar 
costs  reasonably  necessary  for — 

(a)  The  preparation  and'presentaUon  to 
awarding  agency  of  settlement  claims' and 
supportiiigdata  with  respect  to  the 
terminated'fxntion  ofthe  project  and 

(b)  The  termination  and  settlement  of 
subcontracts;  and' 

(2)  Reasonable  costs  for  the  storage, 
transportation,  protection,  and  disposition  of 
property  acquir^  or  produced  for.  the  project 

(g)  subcontractor  claims.  Subcontractor 
claims,  including  the  allocable  portion,  of 
claims  wHich  ate  common  ta  the- project' and 
to  other  work  ofthe  institution  are  generafly 
allowable. 
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43.  Trade,  Business,  Technical  and 
Professional  Activity  Costs — (a) 

Membership.  Tbia  category  includes  coats  of 
memberships  in  trade,  business,  technical, 
and  profea^onal  oiganirations.  Such  costa 
are  ^owable. 

(b)  Subscriptions.  This  item  includes  cost  of 
subscriptions  to  trade,  business,  professkmaL 
or  technical  periodicals.  Such  costs  are 
allowable.  * 

(c)  Meetings  and  conferences.  This  item 
indudes  costs  of  meals,  transportation,  rental 
of  facilities  for  meetings,  and  costs  inddental 
thereto,  when  the  primary  purpose  of  the 
inciurence  of  such  costs  is  the  dissemination 
of  technical  information  or  stimulation  of 
production.  Such* costs  are  allowable. 

44.  Training  and  educational  costs,  (a)  The 
costs  of  training  courses  taken  by  a  bona  fide 
employee  to  acquire  basic  skills  which  he 
should  bring  to  the  job  or  to  qualify  a  person 
for  duties  other  than  those  related  to  an 
institution’s  goals  are  unallowable. 

(b)  Costs  of  on-the-job  training  and  part- 
time  education,  at  an  undergraduate  or  post¬ 
graduate  college  level  related  to  the  job 
requirements  of  bona  fide  employees, 
identified  in  (1)  through  (5)  below,  are 
allowable. 

(1)  Training  materials; 

(2)  Textbooks; 

(3)  Fees  charged  by  the  educational 
institution; 

(4)  Tuition  charged  by  the  educational 
institution,  or  in  lieu  of  tuition,  instructors’ 
salaries  and  the  related  share  of  indirect  cost 
of  the  educational  institution  to  the  extent 
that  the  sum  thereof  is  not  in  excess  of  the 
tuition  which  would  have  been  paid  to  the 
participating  educational  institution;  and 

(5)  Straight-time  compensation  of  each 
employee  for  time  spent  attending  classes 
during  working  hours  not  in  excess  of  156 
hours  per  year  where  circumstances  do  not 
permit  the  operation  of  classes  or  attendance 
at  classes  after  regular  woricing  hours.  . 

(c)  Costs  of  tuition,  fees,  training  materials 
and  textbooks  (but  not  subsistence,  salary,  or 
any  other  emoluments)  in  connection  with 
full  time  scientific  and  medical  education  at  a 
post-graduate  (but  not  undergraduate)  college 
level  related  to  the  job  requirements  of  bona 
fide  employees  for  a  total  period  not  to 
exceed  1  school  year  for  each  employee  so 
trained,  are  allowable  when  approved  in 
writing  by  the  awarding  agency. 

(d)  Grants  to  education^  or  training 
institutions,  including  the  donation  of 
facilities  or  other  properties,  scholarships,  or 
fellowships,  are  considered  contributions  and 
are  unallowable. 

45.  Transportation  costs.  ’Transportation 
costs  include  freight  express,  cartage,  and 
postage  charges  relating  either  to  goods 
purchased,  in  process,  or  delivered.  These 
costs  are  allowable.  When  such  costs  can 
readily  be  identified  with  the  items  involved, 
they  may  be  directly  costed  as  transportation 
costs  or  added  to  the  cost  of  such  items  (see 
G-22). 

Where  identification  with  the  materiels 
received  cannot  readily  be  made,  inbound 
transportation  costs  may  be  charged  to  the 
appropriate  indirect  cost  accounts  if  the 
iutitution  follows  a  consistenl  equitable 


procedure  in  this  respect  Outbound  freight  if 
reimbursable  under  &e  terms  of  the  grant  or 
contract  shaD  be  treated  as  a  direct  cost 

46.  Travel  oasts,  (a)  Travel  costs  include 
costs  of  transportation,  lodging,  subsistence, 
and  inddentai  expenses,  incurred  by 
institutioo  personnel  in  a  travel  status  while 
on  ofikial  business. 

(b)  Travel  costs  may  be  based  upon  actual 
costs  incurred,  or  on  a  per  diem  or  mileage 
basis  in  lieu  of  actual  costs,  or  on  a 
combination  of  the  two,  provided  the  method 
used  does  not  result  in  an  unreasonable 
charge.  ’The  difference  in  cost  between  first- 
class  and  less  than  first-class  air 
accommodations  is  unallowable  except  when 
less  than  first-class  air  accommodations  are 
not  reasonably  available  to  meet  necessary 
mission  requirements,  such  as  where  less 
than  first-class  accommodations  would  (1) 
require  circuitous  routing,  (2)  require  travel 
during  unreasonable  hours,  (3)  greatly 
increase  the  duration  of  the  flight  (4)  result  in 
additional  costs  which  would  offset  the 
transportation  savings,  or  (5)  offer 
accommodations  which  are  not  reasonably 
adequate  for  the  medical  needs  of  the 
traveler. 

(c)  Travel  costs  incurred  in  the  normal 
course  of  overall  administration  of  the 
business  are  allowable  and  shall  be  treated 
as  indirect  costs. 

(d)  Travel  costs  directly  attributable  to 
specific  grant  or  contract  performance  are 
allowable  and  may  be  charged  to  the  grant  or 
contract  in  accordance  with  the  principle  of 
direct  costing  (see  section  C). 

(e)  Costs  of  personnel  movement  of  a 
special  or  mass  natiue  are  allowable  only 
when  authorized  or  approved  in  writing  by 
the  sponsoring  agency. 
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REMINDERS 


PRINCIPLES  OF  REGULATIONS  WRITING 
SEMIN  AR^JUNE  1979 


The  items  in  this  list  were  editorially  compiled  as  an  aid  to  Federal 
Register  users.  Inclusion  or  exclusion  from  this  list  has  no  legal 
significance.  Since  this  list  is  intended  as  a  reminder,  it  does  not 
include  effective  dates  that  occur  within  14  days  of  publication. 

Rules  Going  Into  Effect  Today 

INTERIOR  DEPARTMENT 

Land  Management  Bureau — 

20390  4-4-79  /  Utilization  of  geothermal  resources — power  plant 

siting 

List  of  Public  Laws 

Note:  No  public  bills  which  have  become  law  were  received  by  the 
Office  of  the  Federal  Register  for  inclusion  in  today's  List  of  Public 
Laws. 

Last  Listing  Apr.  24, 1979 


WHAT:  The  aim  of  the  seminar  is  to  improve  the  quality 
of  Federal  regulations  by  teaching  how  to  design 
and  draft  clear  regulations. 

The  Principles  of  Regulations  Writing  Seminar 
covers  the  following  concepts: 

1.  Drafting  conventions,  preferred  usage,  the 
rule  of  consistency. 

2.  How  to  arrange  and  organize  your  regulation. 

3.  What  you  can  do  to  make  regulations  easier  to 
read  and  easier  to  use. 

WHO:  Any  Federal  employee  who  drafts  documents  or 

who  reviews  documents  for  substance  that  are 
published  in  the  Federal  Register. 

WHEN:  June  13. 1979.  If  there  are  more  people  registered 
than  the  June  13  seminar  can  accommodate,  there 
will  be  a  seminar  held  June  20, 1979  for  those 
persons. 

WHERE:  Office  of  the  Federal  Register,  IlOU  L  Street. 

N.Wm  Washington,  D.C.,  Room  9407. 

COST:  $75  for  each  person. 

HOW:  Each  person  registers  by  sending  a  training 

authorization  form  170  or  the  training 
authorization  form  your  office  uses.to:  Special 
Projects  Unit.  Office  of  the  Federal  Register. 
NARS.  Washington.  D.C.  20480. 

FOR  MORE  INFORMATION:  Phone  the  Special  Projects 
Unit.  (202)  523-4534. 


Public  Papers  of  the  Presidents 
of  the  United  States 


Annual  volumes  containing  the  public  messages  and  statements,  news 
conferences,  and  other  selected  papers  released  by  the  White  House. 
Volumes  for  the  following  years  are  now  available: 
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1929  . 
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1931 . 

.  $14.00 

1930  . 

.  $16.60 

1932-33  . 

.  $17.25 

HARRY  S. 

TRUMAN 

1945  . . 

.  $11.75 

1949  . . . . 

_  $11.80 

1946  . . 

$10.80 

1950- . — . 

.  $13.85 

1047 

$11  !.<; 

1951 . 

.  $12.65 

194S  . 

.  $15.95 

1952-53 . - . 

.  $18.45 

DWIGHT  D.  EISENHOWER 

1953  . 

.  $14.60 

19.57 . 

.  $14.50 

1954  . . . 

.  $17.20 

19.58 . 

.  $14.70 

lo?;-'; 

fia.iui 

19.59 . . 

_  $14.95 

. .  *17  .10 

|r)6n-6l . 

$16.85 

JOHN  F.  KENNEDY 

1961  . . 

.  $14.35 

I‘>62 . 

.  $1.5.55 

1963 . 

.  $15.35 

LYNDON  B. 

JOHNSON 

1963-64  (Book  I) . 

.  $15.00 

1966  (Book  II) . 

.  $14.35 

1963-64  (Book  11) 

_ $15.25 

1967  (Book  1) . 

.  $12.85 

1965  (Book  1) . . 

.  $12.25 

1967  (Book  II). _ 

$11.60 

1965  (Book  II)...... 

.  $I2..35 

l9f)8-^»9  (Book  1) . 

.  $14.05 

1<>66  (Book  1) . 

.  $13.30 

l9(*8-fi9  (Book  II) 

.  $12.80 

RICHARD  NIXON 

1969  . . 

.  $17.15 

1972 . 

.  $I8..55 

1970  . . . . 

$111  .10 

1973 . 

.  $16.50 

1071 

.  il«.R.5 

1974 . 

.  $12..30 

GERALD  R.  FORD 

1974  . 

.  $16.00 

1975  (Book  1) . 

.  $I3..50 

1975  (B<M)k  II)  .  $13.75 


JIMMY  CARTER 

1977  (Book  I) .  $16.00  1977  (B(K.k  II) .  $1.5.25 
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